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7KLV ZRUN ZDV FDUULHG RXW ZLWK ILQDQFLDO VXSSRUW IURP WKH $XVWUDOLDQ *RYHUQPHQW
'HSDUWPHQW RI&OLPDWH&KDQJHDQG(QHUJ\(IILFLHQF\ DQG WKH1DWLRQDO&OLPDWH&KDQJH
$GDSWDWLRQ5HVHDUFK)DFLOLW\
7KHUROHRI1&&$5)LVWROHDGWKHUHVHDUFKFRPPXQLW\LQDQDWLRQDOLQWHUGLVFLSOLQDU\HIIRUWWR
JHQHUDWH WKH LQIRUPDWLRQ QHHGHG E\ GHFLVLRQ PDNHUV LQ JRYHUQPHQW EXVLQHVV DQG LQ
YXOQHUDEOHVHFWRUVDQGFRPPXQLWLHVWRPDQDJHWKHULVNRIFOLPDWHFKDQJHLPSDFWV
7KHDXWKRUVDFNQRZOHGJHWKHFRQWULEXWLRQWRWKLVUHSRUWRIWKHSURMHFWHQGXVHUVFRPPLWWHH
LQFOXGLQJ 1HLO 0F%HDWK -RKQ 6FKDXEOH ,DQ 5XWKHUIXUG 'RUHDQ (UKDUW *UDHPH0LOOLJDQ
-RKQ5LGJZD\6DPDQWKD&DSRQ$QGUHZ*LVVLQJDQG.DUO6XOOLYDQ*UHDWWKDQNVDUHDOVR




7KDQNV DUH RZHG WR 3URIHVVRU -RKQ +DQGPHU 50,7 8QLYHUVLW\ 0HOERXUQH ZKR SURYLGHG
IHHGEDFN RQ WKH GUDIW 6WDII IURP WKH $XVWUDOLDQ 1DWLRQDO 8QLYHUVLW\ ZKR DVVLVWHG LQFOXGH
3URIHVVRU6WHYHQ'RYHUVZKRSURYLGHGVXSSRUWDQGDGYLFH'U:LOO*UDQWZKRDVVLVWHGZLWK
VFLHQFHFRPPXQLFDWLRQDQG'U0LFKDHO(EXUQZKRDGYLVHGRQOHJDODVSHFWV
7KH DXWKRUV ZRXOG DOVR OLNH WR DFNQRZOHGJH WKH VXSSRUW RI LQWHUQDWLRQDO H[SHUWV LQ IORRG
PDQDJHPHQW ZKR SURYLGHG UHIHUHQFHV DQG IHHGEDFN RQ GUDIWV LQFOXGLQJ 3URIHVVRU
*XDQJFKXQ /HL RI %HLMLQJ )RUHVWU\ 8QLYHUVLW\ &KLQD 3URIHVVRU 7RLQH 6PLWV RI 5DGERXG
8QLYHUVLW\1LMPHJHQ WKH1HWKHUODQGVDQG3URIHVVRU*HUDOG*DOORZD\ RI WKH8QLYHUVLW\RI
0DU\ODQG86$
'LVFODLPHU
7KHYLHZVH[SUHVVHGKHUHLQDUHQRWQHFHVVDULO\ WKHYLHZVRI WKH&RPPRQZHDOWKDQG WKH
































































































































































x V\QWKHVLVH WKH ILQGLQJV IURP WKH IORRG LQTXLULHV LQ 9LFWRULD DQG 4XHHQVODQG E\
RUGHULQJ NH\ OHVVRQV LQWR IUDPHZRUNV WKDW DLG FOLPDWH FKDQJH DGDSWDWLRQ E\ HQG
XVHUV
x FKHFNWKHOHVVRQVIURPWKHVH$XVWUDOLDQLQTXLULHVDJDLQVW OHVVRQVIRUPRUHHIIHFWLYH







,Q DGGLWLRQ WR DQDO\VLQJ WKH $XVWUDOLDQ IORRG UHYLHZV WKH SURMHFW DOVR FRPSDUHG UHYLHZ
SURFHVVHVDQGILQGLQJVZLWKVLPLODUSURFHVVHVRYHUVHDVLQFOXGLQJWKRVHLQWKH1HWKHUODQGV
&KLQD DQG WKH 8QLWHG 6WDWHV WR GHWHUPLQH SRLQWV RI VLPLODULW\ WKDW UHLQIRUFHG $XVWUDOLDQ
ILQGLQJV DQG WR H[SORUH GLIIHUHQFHV ,Q DGGLWLRQ WR DQDO\VLQJ WKH UHYLHZV WKHPVHOYHV WKH
SURMHFW WHDPDOVR FRQGXFWHG D VHULHV RI VHPLVWUXFWXUHG LQGHSWK LQWHUYLHZVZLWK UHOHYDQW
VHFWRUV LQFOXGLQJ LQVXUDQFH HPHUJHQF\ VHUYLFHV IORRGSODLQ PDQDJHUV HFRV\VWHP
UHVHDUFKHUVORFDOJRYHUQPHQWDQGXUEDQXWLOLWLHV
7KH UHYLHZV YDULHG JUHDWO\ LQ WKHLU VFRSH EXW RQH RI WKHPRVW QRWDEOH ILQGLQJV ZDV WKDW
$XVWUDOLDQUHYLHZVYLUWXDOO\ LJQRUHGWKH LVVXHRIFOLPDWHFKDQJHDQG LWV LPSDFWRQIORRGLQJ
VRPH UHSRUWV GLGQ¶W UHIHU WR LW DW DOO 7KH YDVWPDMRULW\ RI UHFRPPHQGDWLRQV LQ DOO UHYLHZV
SRLQWHG WR D QHHG IRU EHWWHU JRYHUQDQFH FRRUGLQDWLRQ LQWHJUDWLRQ SROLFLHV VWUDWHJLHV
PDQDJHPHQW PDQDJHPHQW WRROV VWDQGDUGV OHJLVODWLRQ DFFRXQWDELOLWLHV RYHUVLJKW
FRPPXQLFDWLRQUHVRXUFLQJULVNDVVHVVPHQWSODQQLQJHGXFDWLRQDQGWUDLQLQJ7KHVHDUHDOO
VRFLRLQVWLWXWLRQDO LVVXHVZKLFKDUHYLWDO IRU WKHHIIHFWLYH LPSOHPHQWDWLRQRIDQ\DGDSWDWLRQ
PHDVXUHV,QFRQWUDVWWRWKH$XVWUDOLDQUHYLHZVFOLPDWHFKDQJHZDVDGULYLQJIRUFHEHKLQG









RI 4XHHQVODQG GHFODUHG D GLVDVWHU ]RQH DQG H[WHQVLYH IORRGLQJ LQ RWKHU HDVWHUQ VWDWHV
QRWDEO\ 9LFWRULD 7KH ODUJH VFDOH RI HYHQWV WKH QXPEHU RI OLYHV ORVW DQG WKH VFDOH RI WKH












7KH SURMHFW FRPSDUHG UHYLHZ SURFHVVHV DQG ILQGLQJV ZLWK VLPLODU SURFHVVHV RYHUVHDV
LQFOXGLQJ LQ WKH1HWKHUODQGV&KLQDDQGWKH8QLWHG6WDWHV WRGHWHUPLQHSRLQWVRIVLPLODULW\
WKDW UHLQIRUFHG$XVWUDOLDQ ILQGLQJVDQGWRH[SORUHGLIIHUHQFHV ,WDOVRFRQGXFWHGDVHULHVRI
VHPLVWUXFWXUHG LQGHSWK LQWHUYLHZVZLWK UHOHYDQW VHFWRUV LQFOXGLQJ LQVXUDQFH HPHUJHQF\
VHUYLFHVIORRGSODLQPDQDJHUVHFRV\VWHPUHVHDUFKHUVORFDOJRYHUQPHQWDQGXUEDQXWLOLWLHV
7KHVHLQWHUYLHZVZHUHXVHGWRYDOLGDWHWKHUHVHDUFKDQGWRREWDLQDGHHSHUXQGHUVWDQGLQJ
RI LVVXHV UHOHYDQW WR FOLPDWH FKDQJH DGDSWDWLRQ WR IORRGLQJ $Q HQGXVHUV FRPPLWWHHZDV
XVHGWRJXLGHUHVHDUFKDQGWRLGHQWLI\SURMHFWFRPPXQLFDWLRQQHHGV
7KH SURMHFW XVHG WKH 3UHYHQWLRQ±3UHSDUDWLRQ±5HVSRQVH±5HFRYHU\ 3355 IUDPHZRUN
FRPPRQO\XVHGLQHPHUJHQF\PDQDJHPHQWWRDVVHVVPHDVXUHV7KLVHQDEOHVILQGLQJVWREH
SUHVHQWHG LQ D ZD\ WKDW LV UHDGLO\ XQGHUVWRRG E\ HQGXVHUV $V LW DOVR UHSUHVHQWV D
VHTXHQWLDOWLPHIUDPHLWHQDEOHVDVVHVVPHQWRIZKLFKSKDVHRILQWHUYHQWLRQLVPRVWHIIHFWLYH




2QHRI WKHPRVWQRWDEOH ILQGLQJVZDV WKDW$XVWUDOLDQ UHYLHZVYLUWXDOO\ LJQRUHG WKH LVVXHRI




UHYLHZV ZKHUH FRQFHUQV WKDW FOLPDWH FKDQJH ZLOO VLJQLILFDQWO\ ZRUVHQ IXWXUH IORRGLQJ DUH
JHQHUDOO\DGULYLQJIRUFHEHKLQGWKHSURFHVV±DVUHIOHFWHGLQWKHLUWHUPVRIUHIHUHQFH
$XVWUDOLDQUHYLHZILQGLQJV
$XVWUDOLDQ UHYLHZVYDULHGJUHDWO\ LQ WKHLUVFRSH7KH4XHHQVODQG ,QTXLU\DQG WKH%ULVEDQH
5HYLHZ FRYHUHG DOO 3355 SKDVHV 7KH 9LFWRULDQ 5HYLHZ ZDV YHU\ PXFK IRFXVHG RQ
UHVSRQVH WKRXJK SUHSDUDWLRQ DQG LPPHGLDWH UHFRYHU\ ZHUH DOVR FRYHUHG 7KH (15&
,QTXLU\ IRFXVHG RQ VHOHFWHG DVSHFWV RI SUHYHQWLRQ ODUJHO\ FRQVWUDLQHG E\ LWV WHUPV RI
UHIHUHQFHWRFRQVLGHUDWLRQRILQIUDVWUXFWXUH
3HUKDSVEHFDXVHWKHUHYLHZVFRQFHQWUDWHRQDQDO\VLQJDQHYHQWMXVWSDVVHGWKH\DSSHDUWR
XQGHUHVWLPDWH IXWXUH ULVNVDQGDGDSWDWLRQQHHGV7KHVH ULVNVDUHQRWRQO\GXH WRFOLPDWH
FKDQJHEXWDOVRIXWXUHSRSXODWLRQSUHVVXUHVDQGPRYHPHQWV7KLVLVSDUWLFXODUO\DSSDUHQWLQ
WKH 4XHHQVODQG ,QTXLU\ ZKLFK VHHPV WR DVVXPH VWDWLRQDULW\ RI ZHDWKHU SDWWHUQV LQ LWV
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDGYLL
GLVFXVVLRQVRQ IORRGPDSSLQJDQGEXLOGLQJFRGHV IRUGHYHORSPHQWRQ ODQG WKDWKDVEHHQ
LGHQWLILHGDVIORRGSURQH
7KHUHSRUWVRYHUZKHOPLQJO\SRLQWWRWKHQHHGIRULPSURYHPHQWVLQQRQVWUXFWXUDOPHDVXUHV
VXFK DV GHYHORSPHQW SODQQLQJ SURGXFWLRQ DQG DYDLODELOLW\ RI TXDOLW\ IORRG PDQDJHPHQW
LQIRUPDWLRQ HPHUJHQF\ UHVSRQVH PDQDJHPHQW DQG FRPPXQLW\ SDUWLFLSDWLRQ $OO UHYLHZV
ZHUH FDXWLRXV DERXW UHFRPPHQGLQJ VWUXFWXUDOPHDVXUHV VXFKDV XVHRI OHYHHV DQGRWKHU
HQJLQHHULQJPHWKRGV:KHUH OHYHHVZHUHYLHZHGDVDSSURSULDWH LWZDVPDLQO\ LQ WHUPVRI
SURWHFWLQJH[LVWLQJXUEDQGHYHORSPHQWRULQGLYLGXDODVVHWV6LJQLILFDQWIDLOLQJVZHUHIRXQGLQ
WHUPV RI OHYHH UHJXODWLRQ 'DPV JHQHUDOO\ ZHUH IRXQG WR KDYH PLWLJDWHG WKH HIIHFWV RI
IORRGLQJ LQFOXGLQJ LQ WKH FDVH RI :LYHQKRH 'DP 7KH OLNHOLKRRG WKDW WKH\ PLJKW KDYH
HQFRXUDJHGGHYHORSPHQWRI IORRGSURQH ODQGEHORZWKHP LQFUHDVLQJWKHFRQVHTXHQFHVRI
IORRGLQJZDVQRWFRYHUHG7KHUHZHUHVRPHLVVXHVVXUURXQGLQJGDPVDIHW\WKDWPLJKWEHD
FDXVHIRUFRQFHUQLI WKH\DUHWRFRSHZLWK LQFUHDVHGDPRXQWVRIZDWHU LQWKHIXWXUHGXHWR
FOLPDWHFKDQJH
2QO\WKH(15&,QTXLU\ORRNHGDWWKHPDQDJHPHQWRIQDWXUDODVVHWVRQDODQGVFDSHVFDOHDV
D PHWKRG WR DGGUHVV IORRG LPSDFWV DQG WKLV ZDV OLPLWHG WR WKH PDQDJHPHQW RI ULSDULDQ
YHJHWDWLRQ DQG GHEULV 7KH 4XHHQVODQG ,QTXLU\ WRXFKHG RQ YHJHWDWLRQ PDQDJHPHQW EXW
\LHOGHG QR UHFRPPHQGDWLRQ 7KH (15& ,QTXLU\ IRXQG WKDW LQ PRVW FDVHV WKH FRPPRQ
SUDFWLFH RI YHJHWDWLRQ FOHDUDQFH KDG D QHJOLJLEOH HIIHFW RQ IORRG GHSWK ZKLOH YHJHWDWLRQ
JURZLQJLQDQGDURXQGULYHUVKDGDVLJQLILFDQWEHQHILWDQGUHGXFHGWKHHIIHFWVRIIORRGLQJRQ




FKDQJH LV H[SHFWHG WR GHOLYHU ODUJHVFDOH IORRG HYHQWV LQ WKH IXWXUH KHOSLQJ SHRSOH WR






FRRUGLQDWLRQ LQWHJUDWLRQ SROLFLHV VWUDWHJLHVPDQDJHPHQWPDQDJHPHQW WRROV VWDQGDUGV




,Q FRQWUDVW WR $XVWUDOLDQ UHYLHZV RYHUVHDV UHSRUWV RYHUZKHOPLQJO\ SRLQWHG WR D QHHG IRU




PRUH URRP IRU ZDWHU WR IORRG LQ 7KHVH SURJUDPV KDYH D VWURQJ IRFXV RQ LQWHJUDWLQJ WKH
LQWHUHVWV RI VWDNHKROGHUV WR ILQG RSWLPDO VROXWLRQV UHVXOWLQJ LQPXOWLIXQFWLRQDO ODQGVFDSHV
DQG PLQLPDO FRQIOLFW ,Q &KLQD ORJJLQJ EDQV DQG UHYHJHWDWLRQ RI XSSHU FDWFKPHQWV DUH
FRPELQHGZLWKUHYHUVLQJODQGUHFODPDWLRQSUDFWLFHVWKDWKDYHVHHQODUJHLQODQGODNHVVKULQN
E\ DV PXFK DV  7KH DLP RI WKHVH PHDVXUHV LV WR UHGXFH VLJQLILFDQW HURVLRQ DQG
VHGLPHQWDWLRQ LVVXHV DQG WR LQFUHDVH WKH ZDWHU VWRUDJH FDSDFLW\ RI WKH ODQGVFDSH
,QWHJUDWHGULYHUEDVLQPDQDJHPHQWLVDYHU\LPSRUWDQWHOHPHQWLQ&KLQHVHPHDVXUHV
,Q WKH 8QLWHG 6WDWHV HFRV\VWHP DSSURDFKHV DUH DOVR EHLQJ UHFHLYHG IDYRXUDEO\ DV WKH
OLPLWDWLRQVDQGFRVWVDVVRFLDWHGZLWKVWUXFWXUDODSSURDFKHVEHFRPHPRUHDSSDUHQW,QGHHG
YLLL/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
WKH )HGHUDO (PHUJHQF\ 0DQDJHPHQW $JHQF\ DFWLYHO\ SURPRWHV DQ HFRV\VWHP DSSURDFK
DQG GLVFRXUDJHV WKH XVH RI OHYHHV LQ IORRGSODLQ PDQDJHPHQW FRXUVHV DQG WH[WERRNV





VWDQGDUG DQG LQIOXHQFHG LWV XVH LQ $XVWUDOLD ,W LV LQWHUHVWLQJ WR QRWH WKDW LWV RULJLQVZHUH
SXUHO\ DUELWUDU\ VHOHFWHG DV D WRRO WR LPSOHPHQW WKH QDWLRQDO IORRG LQVXUDQFH SODQ 7KH
QXPHURXV UHSRUWV DQG UHYLHZSURFHVVHV VWXGLHG SRLQWHG WR LWV LQDGHTXDF\ DV D VWDQGDUG
ZLWKPRVWUHFRPPHQGLQJWKHVWDQGDUGEHLQFUHDVHGWRLQ\HDUV±SDUWLFXODUO\IRUXUEDQ
DUHDVZKHUH WKHFRQVHTXHQFHVRI IORRGLQJDUHJUHDWHUDQGHYDFXDWLRQPRUHGLIILFXOW7KH





RYHUJHQHURXV GLVDVWHU UHOLHI FDQ UHPRYH WKH LQFHQWLYH IRU FRPPXQLWLHV WR SXW LQ SODFH
DGHTXDWH SUHYHQWDWLYH PHDVXUHV 7KH 8QLWHG 6WDWHV LQFUHDVLQJO\ LV PRYLQJ WRZDUGV
PLWLJDWLRQZLWKRIGLVDVWHUUHOLHIIXQGLQJEHLQJUHTXLUHGWREHVSHQWRQPLWLJDWLRQ)RU
WKH 8QLWHG 6WDWHV WKLV RIWHQ PHDQV YROXQWDU\ ODQG SXUFKDVH DQG UHORFDWLRQ (YLGHQFH
VXJJHVWVWKDWWKLVKDVUHVXOWHGLQELOOLRQVRIGROODUVRIVDYLQJVLQDYRLGHGGDPDJHFRVWVIURP
VXEVHTXHQWIORRGLQJHYHQWV,QYLHZRIHQRUPRXVWD[SD\HUH[SHQGLWXUHIROORZLQJWKHUHFHQW
IORRGV DQG WKH YLUWXDO LPSRVVLELOLW\ RI REWDLQLQJ DSSURYDO WR UHEXLOG WRPRUH IORRG UHVLOLHQW
VWDQGDUGVWKHVHILQGLQJVDUHKLJKO\UHOHYDQWWR$XVWUDOLD
,QWHUYLHZVZLWK$XVWUDOLDQH[SHUWV
,QWHUYLHZV UHYHDOHG VWURQJ VXSSRUW IRU GHYHORSPHQW FRQWUROV E\ WKH YDVW PDMRULW\ RI
SDUWLFLSDQWV +RZHYHU VRPH VLJQLILFDQW LVVXHV ZHUH LGHQWLILHG WKDW ZLOO QHHG DGGUHVVLQJ
&RPSHWLQJ SULRULWLHV EHWZHHQ PDQDJLQJ IRU IORRG ULVN DQG PDNLQJ DIIRUGDEOH KRXVLQJ
DYDLODEOHZDVRQH LVVXH UDLVHG7KLV LVVLJQLILFDQWEHFDXVH LW LVRIWHQSHRSOHRI ORZVRFLR
HFRQRPLFVWDWXVRUWKHHOGHUO\ZKRDUHORFDWHGLQIORRGSURQHDUHDVEHFDXVHVXFKDUHDVDUH
PRUH µDIIRUGDEOH¶ 7KXV LW LV D YHU\ GLVFULPLQDWRU\ KD]DUG 7KLV KDV LPSOLFDWLRQV IRU WKH
FRPPXQLW\ UHVLOLHQFH DSSURDFK DV GLVDGYDQWDJHG JURXSV DUH WKH RQHV ZLWK WKH OHDVW
FDSDFLW\ WR DGGUHVV ULVNV 1XPHURXV RWKHU LVVXHV ZHUH LGHQWLILHG LQFOXGLQJ WKH ODFN RI
DYDLODELOLW\ RI IORRGIUHH ODQG LQ VRPH DUHDV WKH OLPLWDWLRQV RI GHYHORSPHQW DSSURYDO
SURFHVVHVDQGIORRGVWXGLHVWKDWDUHGRQHRQDORFDOUDWKHUWKDQDFDWFKPHQWVFDOHODFNRI
DFFRXQWDELOLW\ DQG FRQVHTXHQFHV IRU WKRVH ZKR PDNH GHYHORSPHQW GHFLVLRQV DQG





OHYHHV IRU H[LVWLQJ XUEDQGHYHORSPHQW DQG IRU WKH XVH RI ULQJ OHYHHV WR SURWHFW LQGLYLGXDO
SURSHUWLHV
,Q WHUPV RI UHVSRQVH IORRG ZDUQLQJV DQG IODVK IORRGLQJ HYDFXDWLRQ IORRG SODQQLQJ DQG
FRPPXQLW\ UHVLOLHQFHZHUH NH\ FRQFHUQV DQG UHFRPPHQGDWLRQV LQ WKH UHYLHZV UHODWLQJ WR
WKHVHZHUHVXSSRUWHG
$QRWKHU VWURQJ ILQGLQJ ZDV WKH SRWHQWLDO IRU WKH XVH RI HFRV\VWHP DSSURDFKHV WR IORRG
PDQDJHPHQW E\ UHGXFLQJ GDPDJLQJ IORRGZDWHU YHORFLW\ LW LV YHORFLW\ WKDW FDXVHV WKH
JUHDWHVWGDPDJHWRDVVHWVDQGIORRGGHSWK&UXFLDOO\WKHVHDSSURDFKHVDOVRGHOD\IORRGLQJ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDGL[
ZKLFK LV RI YDOXH LQ LQFUHDVLQJ ZDUQLQJ WLPHV $V FOLPDWH FKDQJH LV OLNHO\ WR EULQJ PRUH
LQWHQVHUDLQIDOOWKLVFRXOGEHRIXVHLQDGGUHVVLQJLQFUHDVHGIODVKIORRGLQJ
8QVXUSULVLQJO\ HFRV\VWHP DSSURDFKHV WHQGHG WR EH VWURQJO\ VXSSRUWHG E\ HFRV\VWHP
UHVHDUFKHUVDQGIORRGSODLQPDQDJHUVDOWKRXJKRWKHUVHFWRUVKDGOHVVIDPLOLDULW\ZLWKWKHVH
DSSURDFKHV DQG ZHUH PRUH FDXWLRXV 3RVLWLYH H[DPSOHV RI WKH FRVW HIIHFWLYHQHVV RI WKLV
DSSURDFKZHUHSURYLGHGZLWKPHDVXUDEOHFRVWEHQHILWVIRUZDWHUVXSSO\DQGZDWHUTXDOLW\
7RHQDEOH WKLVDSSURDFKDJUHDWHU IRFXVRQDFDWFKPHQWVFDOHDSSURDFK WRSODQQLQJDQG
LPSOHPHQWDWLRQLVQHHGHGDQGIXQGLQJPHFKDQLVPVVXFKDVSD\PHQWIRUHFRORJLFDOVHUYLFHV
VFKHPHVZRXOGKDYHWREHLQYHVWLJDWHG,QFRUSRUDWLRQRIHFRV\VWHPDSSURDFKHVLVQHHGHG
LQ IORRG PDQDJHPHQW FRXUVHV WKDW FXUUHQWO\ KDYH DQ HQJLQHHULQJ IRFXV DQG WKH OHYHO RI
XQGHUVWDQGLQJDERXWVXFKPHDVXUHVDOVRQHHGV WREH UDLVHGDPRQJGHFLVLRQPDNHUVDQG
WKHJHQHUDOSXEOLF
7KHUH ZDV VWURQJ FULWLFLVP RI WKH JRYHUQPHQW¶V ODFN RI IXQGLQJ IRU IORRG PLWLJDWLRQ DQG
EHWWHUPHQWDQGPDQ\IRXQGGLVDVWHUUHOLHIRYHUJHQHURXVDQGXQWDUJHWHG,WZDVQRWIHOWWKDW
GLVDVWHU UHOLHI LQ LWVFXUUHQW IRUPZRXOG LQFUHDVH$XVWUDOLD¶V UHVLOLHQFH WRGLVDVWHU7KLV LVD
VLJQLILFDQW LVVXH LI WKH JRYHUQPHQW ZDQWV WR LPSURYH $XVWUDOLD¶V FDSDFLW\ WR DGDSW DQG
OHVVRQVFRXOGEHOHDUQWIURPWKH8QLWHG6WDWHVDERXWPHUJLQJUHFRYHU\HIIRUWVZLWKPLWLJDWLRQ
SODQQLQJ
7KH LQVXUDQFH LQGXVWU\ DSSHDUV WR KDYH OLPLWHG PHDQV RI IDFWRULQJ FOLPDWH FKDQJH
SURMHFWLRQV LQWRSROLFLHVGXHWR WKHQHHGWREHFRVWFRPSHWLWLYH WKRXJK LQWHUYLHZVVXJJHVW
WKLVLVPRUHOLNHO\WREHDFKLHYHGLIORFDOIORRGVWXGLHVLQFRUSRUDWHFOLPDWHFKDQJHVFHQDULRV
+RZHYHUWKHLQGXVWU\LVYHU\YXOQHUDEOHWRORVVHVLILWXQGHUHVWLPDWHVULVNV7KHEHVWZD\WR
SRVLWLRQ LWVHOI FRXOG EH WR IDFLOLWDWH DQG SURYLGH LQFHQWLYHV IRU SROLF\ KROGHUV WR XQGHUWDNH
IORRGSUHYHQWLRQPHDVXUHVDQGWKHUHLVDOVRWKHSRWHQWLDOIRULWWRRIIHUQHZSURGXFWV±VXFK

















x V\QWKHVLVH WKH ILQGLQJV IURP IORRG LQTXLULHV LQ 9LFWRULD DQG 4XHHQVODQG E\
RUGHULQJNH\OHVVRQVLQWRIUDPHZRUNVWKDWDLGFOLPDWHFKDQJHDGDSWDWLRQE\HQG
XVHUV
x FKHFN WKH OHVVRQV IURP WKHVH $XVWUDOLDQ LQTXLULHV DJDLQVW OHVVRQV IRU PRUH
HIIHFWLYHIORRGULVNPDQDJHPHQWLGHQWLILHGRYHUVHDVWRH[SORUHSRVLWLYHV\QHUJLHV
DQGGLIIHUHQFHV









RISDVW LQTXLULHVVXJJHVWV WKDWSUREOHPIUDPLQJPD\UHVWULFW LQTXLULHVDQGWKHLU ILQGLQJV
+DQGPHU	'RYHUV$GGLWLRQDO VRXUFHVRI LQIRUPDWLRQZLOO WKHUHIRUHEHXVHG WR





LQWR D IUDPHZRUN WKDW ZLOO DLG FOLPDWH FKDQJH DGDSWDWLRQ E\ HQGXVHUV DOORZLQJ
V\VWHPDWLF HYDOXDWLRQ RI WKH EHQHILWV ULVNV DQG FRVWV RI WKH GLIIHUHQW DGDSWDWLRQ
PHDVXUHV IRU ORFDO DSSOLFDWLRQ 7KH UHVHDUFK DOVR ORRNV DW WKH FREHQHILWV DQG




















DGGUHVV WKLV WKUHDW 7KH 9LFWRULDQ 5HYLHZ ILQDO UHSRUW PHQWLRQV FOLPDWH FKDQJH MXVW
WZLFH WKH PRVW SHUWLQHQW LQVWDQFH EHLQJ LQ WKH FRQWH[W RI SURSHUW\ YDOXHV EHLQJ
DGYHUVHO\DIIHFWHGE\IORRGULVNDVVHVVPHQWS,WLVQRWPHQWLRQHGLQWKH%ULVEDQH
5HYLHZRU LQ WKH4XHHQVODQG,QTXLU\¶V LQWHULPUHSRUW7KHILQDO4XHHQVODQGUHSRUWRQO\
FRQVLGHUVFOLPDWHFKDQJH LQ LVRODWHG LQVWDQFHV7KHVH LQFOXGH LQFRUSRUDWLRQRIFOLPDWH
FKDQJHLQ%ULVEDQHIORRGVWXGLHVFRXQFLO OLDELOLW\IRUSURSHUW\GRZQ]RQLQJDQGLPSDFWV
RIVHDOHYHOULVHRQVWRUPZDWHUV\VWHPVDQGDTXRWHWKDWLQFOXGHVFOLPDWHFKDQJHLQD
OLVW RI UHYLHZ LVVXHV SS   ±  7KH (15& ,QTXLU\ UHIHUV WR FOLPDWH
FKDQJH RQ WKUHH RFFDVLRQV SS    SULPDULO\ ZKHQ VHWWLQJ WKH FRQWH[W RI WKH
UHYLHZ ,W WKXVPDNHV WKHJUHDWHVWDFNQRZOHGJHPHQW RI WKLV LVVXH+RZHYHU WKHPDLQ
ERG\ RI WKH UHSRUW GRHV QRW DVVHVV LQGLYLGXDOPHDVXUHV LQ WHUPV RI WKHLU VXLWDELOLW\ WR
FRSH ZLWK IXWXUH IORRGLQJ VFHQDULRV *LYHQ WKH JHQHUDO ODFN RI FRQVLGHUDWLRQ JLYHQ WR
FOLPDWHFKDQJHDSURFHVVZDVQHHGHGWRGHWHUPLQHZKLFKLVVXHVDQGUHFRPPHQGDWLRQV
FRYHUHGLQWKHUHYLHZVZHUHPRVWUHOHYDQWWRFOLPDWHFKDQJHDGDSWDWLRQ
7KH DSSURDFK WDNHQ KHUH LV WR H[DPLQH UHYLHZ ILQGLQJV LQ WHUPV RI WKH ILYH IORRG
YDULDEOHVLGHQWLILHG LQ6HFWLRQRI WKLVUHSRUWLHIORRGPDJQLWXGHIUHTXHQF\ ORFDWLRQ
GXUDWLRQ DQG WLPLQJ )RU H[DPSOH LI D UHYLHZ GLVFXVVHV LQXQGDWLRQ LQ DUHDV QRW
SUHYLRXVO\ NQRZQ WR EH IORRG SURQH DQG WKHUHIRUH QRW FRYHUHG E\ D IORRG ZDUQLQJ
V\VWHP WKLV LV REYLRXVO\ UHOHYDQW WR WKH µJHRJUDSKLF ORFDWLRQ¶ YDULDEOH 7KXV LW LV
SRVVLEOHWRGHGXFHWKDWEURDGHQLQJWKHFRYHUDJHRIIORRGZDUQLQJV\VWHPVLVDUHOHYDQW
PHDVXUHIRUFOLPDWHFKDQJHDGDSWDWLRQ(DFKLVVXHLGHQWLILHGDVVLJQLILFDQWLVWKHVXEMHFW
RI GLVFXVVLRQ XQGHU VXEKHDGLQJV 7KHVH ILQGLQJV DUH WKHQ FRPSDUHGZLWK ILQGLQJV LQ
VLPLODUSURFHVVHVRYHUVHDVVHHEHORZ
7KH OHVVRQV DQG UHFRPPHQGDWLRQV DUH DQDO\VHG XVLQJ WKH VWDQGDUG HPHUJHQF\
PDQDJHPHQW IUDPHZRUN XVHG LQ $XVWUDOLD SURYLGHG WKURXJK WKH&RPPRQZHDOWK ERG\
(PHUJHQF\ 0DQDJHPHQW $XVWUDOLD DQG DOVR WKURXJK WKH &RXQFLO RI $XVWUDOLDQ
*RYHUQPHQWV &2$*¶V1DWLRQDO'LVDVWHU5HVLOLHQFH6WUDWHJ\7KLV IUDPHZRUN EUHDNV
XS SKDVHV RI HPHUJHQF\ PDQDJHPHQW LQWR 3UHYHQWLRQ0LWLJDWLRQ 3UHSDUDWLRQ
5HVSRQVHDQG5HFRYHU\ (0$&2$*±RWKHUZLVHNQRZQDV33557KH
IUDPHZRUN LV VXLWDEOH IRU D QXPEHU RI UHDVRQV )LUVW LW LV DQ HVWDEOLVKHG V\VWHP IRU
PDQDJLQJHPHUJHQFLHVVRILQGLQJVFDQEHSUHVHQWHG LQDVWUXFWXUHZLGHO\XQGHUVWRRG
E\ HQGXVHUV ,W DOVR KDV WKH DGYDQWDJH RI EHLQJ DEOH WR GLYLGH GLVDVWHUPDQDJHPHQW
LQWRWHPSRUDOSKDVHV3DVWUHVHDUFKLQGLFDWHVWKDW LQWHUYHQWLRQLQVRPHSKDVHVFDQEH
PRUH HIIHFWLYH DQG FRVWHIILFLHQW WKDQ RWKHUV %75(  'LYLGLQJ PHDVXUHV LQWR
HVWDEOLVKHG HPHUJHQF\ PDQDJHPHQW SKDVHV FRXOG WKHUHIRUH DVVLVW WR LGHQWLI\ WKH
PHDVXUHVWKDWKROGPRVWSURPLVHIRUFOLPDWHFKDQJHDGDSWDWLRQ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
&RQVLGHUDWLRQ ZDV DOVR JLYHQ WR VWDQGDUG IORRGSODLQ PDQDJHPHQW W\SRORJLHV LQ
SDUWLFXODU WKRVH GHYHORSHG E\ *LOEHUW ) :KLWH  ZKR GLYLGHG IORRGSODLQ
PDQDJHPHQWPHDVXUHV LQWR VWUXFWXUDO DQGQRQVWUXFWXUDO 6WUXFWXUDOPHDVXUHV LQFOXGH
HQJLQHHULQJ VROXWLRQVVXFKDV OHYHHV GDPV IORRGZDOOV GHWHQWLRQEDVLQVDQGFKDQQHO
VWUDLJKWHQLQJ 1RQVWUXFWXUDO PHDVXUHV LQFOXGH PDQDJHPHQW DSSURDFKHV VXFK DV
EXLOGLQJ FRGHV ODQG XVH SODQQLQJ OHJDO IUDPHZRUNV ZDUQLQJ V\VWHPV HPHUJHQF\
PDQDJHPHQW HGXFDWLRQ DQG LQVXUDQFH 5HVHDUFK E\ ERWK :KLWH DQG PRUH UHFHQW
UHVHDUFKHUVSRLQWVWRWKHFRQVLGHUDEOHEHQHILWVRIWDNLQJDPRUHQRQVWUXFWXUDODSSURDFK
WKDWPDNHVEHWWHUXVHRIQDWXUDO IORRGFRQWURO )UHLWDJHWDO7KLVVXJJHVWV WKDW
ZRXOGEHXVHIXOWRDQDO\VHWKHHPSKDVLVRIVWUXFWXUDOYHUVXVQRQVWUXFWXUDOPHDVXUHVLQ
WKH$XVWUDOLDQIORRGUHYLHZVDQGZDVWKHUHIRUHDOVRQRWHG
7KH SURMHFW FRPSDUHG WKH RXWFRPHV RI $XVWUDOLDQ LQTXLULHV ZLWK VLPLODU SURFHVVHV
RYHUVHDV WR LGHQWLI\VLPLODULWLHVDQGDQDO\VHGLIIHUHQFHV)LQGLQJVZHUHFRPSDUHGZLWK
H[DPSOHVRIDGDSWLYHPDQDJHPHQWRIIORRGVIURP&KLQDWKH1HWKHUODQGVDQGWKH8QLWHG





,Q RUGHU WR YDOLGDWH ILQGLQJV IURP WKH OLWHUDWXUH UHYLHZ DQG WR JDLQ D PRUH LQGHSWK
XQGHUVWDQGLQJ RI LVVXHV UHOHYDQW WR FOLPDWH FKDQJH DGDSWDWLRQ LQWHUYLHZV ZHUH
FRQGXFWHGZLWK LQGLYLGXDOVZKR KDG H[SHULHQFH DQG H[SHUWLVH LQ ILHOGV UHOHYDQW WR WKH




FRPPLWWHH FRPSULVLQJ LQGLYLGXDOV IURP WKH DERYH DUHDV RI H[SHUWLVH ZDV DVNHG WR
QRPLQDWHSHRSOHLWIHOWZRXOGEHVXLWDEOH7KHSURMHFW¶VSULPDU\LQYHVWLJDWRUVXSHUYLVRUV





6L[WHHQ LQGHSWKVHPLVWUXFWXUHG LQWHUYLHZV LQFOXGLQJD WRWDORI LQWHUYLHZHHVZHUH
FRQGXFWHGXVLQJWKHDWWDFKHGWRSLFJXLGH
 (QGXVHUVFRPPLWWHH
$Q HQGXVHUV FRPPLWWHH ZDV IRUPHG DW WKH SURMHFW SURSRVDO VWDJH 7KH FRPPLWWHH
LQFOXGHV VWDNHKROGHUV LQ WKH ILHOGV RI HPHUJHQF\ UHVSRQVH HFRV\VWHP UHVHDUFK
LQVXUDQFH IORRGSODLQ PDQDJHPHQW DQG ORFDO JRYHUQPHQW 7KH UROH RI WKH HQGXVHUV





RI IORRG ,W LV WKH ZRUOG¶V GULHVW LQKDELWHG FRQWLQHQW DQG DOVR KDV WKH JUHDWHVW DQQXDO
UDLQIDOO DQG UXQRII YDULDELOLW\ 0XFK RI WKLV YDULDELOLW\ LV D UHVXOW RI WKH 6RXWKHUQ
2VFLOODWLRQZKLFKYDULHVDWPRVSKHULF FLUFXODWLRQ FDXVLQJ F\FOLFDO DOWHUQDWLRQVEHWZHHQ
(O1LxRDQG/D1LxDFRQGLWLRQV6PLWK3LJUDP*LYHQWKHQDWXUDOYDULDELOLW\
RIWKHFOLPDWHIURP\HDUWR\HDULWLVVRPHWLPHVDVVXPHGWKDW$XVWUDOLDQVDUHSULPHGIRU
DGDSWDWLRQ WR D FKDQJLQJ FOLPDWH &HUWDLQO\PDQ\ DSSURDFKHV WR GHDOLQJZLWK FOLPDWH
YDULDELOLW\KDYHEHHQWULHGGLVFDUGHGRUUHILQHG+RZHYHUQDWXUDOFOLPDWHYDULDELOLW\FDQ
DOVR FDXVH $XVWUDOLDQV WR GLVPLVV FOLPDWH FKDQJH WKUHDWV RQ WKH EDVLV WKDW QDWXUDO
YDULDELOLW\LVPRUHVLJQLILFDQW
7KH VXVFHSWLELOLW\ RI$XVWUDOLDQ VHWWOHPHQWV WR IORRGKD]DUGV LV ODUJHO\ D OHJDF\ RI WKH
FRXQWU\¶VHDUO\FRORQLDOKLVWRU\ZKHQDJULFXOWXUDOVHWWOHUVVHOHFWHGULYHULQHVLWHVRIIHUWLOH
IORRGSODLQV RQ ZKLFK WR EXLOG 7KHVH HDUO\ IDUPHUV ODFNHG NQRZOHGJH RI $XVWUDOLD¶V
FOLPDWH LWV UDLQIDOO DQG YDULDELOLW\ (YHQ ZKHQ LW ZDV GLVFRYHUHG WKDW VXFK VLWHV ZHUH
VXEMHFWWRPDMRUIORRGLQJPRVWWRZQVUHIXVHGWRUHORFDWH2YHUWLPHWKHVHVHWWOHPHQWV
JUHZH[SRVLQJLQFUHDVLQJQXPEHUVRISHRSOHDQGSURSHUW\WRIORRGGDPDJH




ODUJHVFDOH V\VWHPV DUH H[SHQVLYH RSHUDWLRQV WKDW RIWHQ QHHG JRYHUQPHQW IXQGLQJ ,W
ZDVQRWXQWLOWKHODWHVWKDWVWDWHJRYHUQPHQWVEHFDPHLQYROYHGLQWKHFRQVWUXFWLRQ
RI OHYHHV DQG DVVLVWDQFH IRU VXFK VWUXFWXUDO VROXWLRQV LQFUHDVLQJO\ EHFDPH DYDLODEOH
IURP  7KHVH QHZ OHYHH V\VWHPV WHQGHG WR EH SODQQHG DQG LQWHJUDWHG 0RUH
UHFHQWO\QRQVWUXFWXUDOPHDVXUHVLQFOXGLQJODQGSODQQLQJHPHUJHQF\PDQDJHPHQWDQG
HGXFDWLRQKDYHLQFUHDVHGLQLPSRUWDQFH6PLWK
7KLV UHSRUW H[DPLQHV YDULRXV PHDVXUHV IRU PDQDJLQJ IXWXUH IORRG HYHQWV LQ HDVWHUQ
$XVWUDOLD:KLOHWKHHPSKDVLVLVRQFOLPDWHFKDQJHDGDSWDWLRQWKHPHDVXUHVDQDO\VHG
DUH H[SHFWHG WR EH HTXDOO\ DSSOLFDEOH WR DGGUHVV WKH QDWXUDO YDULDELOLW\ RI $XVWUDOLD¶V




H[DFHUEDWH QDWXUDO H[WUHPHV RI IORRG DQG GURXJKW )ORRG FKDUDFWHULVWLFV DUH OLNHO\ WR
FKDQJHGXH WRJOREDOZDUPLQJDQGZHFDQQR ORQJHU UHO\RQKLVWRULFDOGDWD WRSUHGLFW
IORRGV
'XH WR FKDQJLQJ FOLPDWH WKH IUHTXHQF\ DQGPDJQLWXGH RI IORRGV LQ WKH
QHDU IXWXUH LVH[SHFWHGWRYDU\DFURVV$XVWUDOLD ,WKDVEHHQHVWDEOLVKHG






GULYHUV ZLOO EH LQFRUSRUDWHG LQWR $XVWUDOLDQ UHJLRQDO IORRG HVWLPDWLRQ VHH(QJLQHHUV$XVWUDOLD¶V
FXUUHQW UHYLVLRQ RI WKH $XVWUDOLDQ 5DLQIDOO DQG 5XQRII JXLGHOLQHV DW
KWWSZZZDUURUJDX:HEVLWHBOLQNV$55B*HQHUDOB)O\HUSGI!YLHZHG-DQXDU\
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DVVXPHG WR EH VWDWLRQDU\ ,W KDV VHULRXV LPSOLFDWLRQV LQ UHJLRQDO IORRG
HVWLPDWLRQ DV WKHVH DUH EDVHG RQ SDVW GDWD ZKLFK FDQ QR ORQJHU EH
WDNHQWRUHSUHVHQWWKHIXWXUHXQGHUDFKDQJLQJFOLPDWHUHJLPH$IDLOXUHWR




$ ULVH LQ WKHJOREDOPHDQ WHPSHUDWXUHRIEHWZHHQDQG&DERYH OHYHOV LV
H[SHFWHGE\7KLVZLOO FKDQJH IORRGSDWWHUQVGXH WRFKDQJHV LQSUHFLSLWDWLRQDQG
VHD OHYHO ULVH7KHUH LVH[SHFWHG WREH LQFUHDVHGSUHFLSLWDWLRQ LQWHQVLW\DVKLJKHUVHD




\HDUV SURMHFWLRQV KDYH UHJXODUO\ EHHQ UHYLVHG XSZDUGV DV LQIRUPDWLRQ KDV LPSURYHG
7KH XSSHU SURMHFWLRQ IRU 6/5 LQ WKH ,3&&¶V )RXUWK $VVHVVPHQW 5HSRUW  ZDV
P E\  6KRUWO\ DIWHU WKLV &6,52 GHYHORSHG WKUHH VFHQDULRV IRU 6/5 WKDW
LQFRUSRUDWHGPRUHUHFHQWHYLGHQFH7KHVHUDQJHGIURPPWRPE\ZLWK
 P EHLQJ FRPSDUDEOH ZLWK WKH ,3&& $5¶V PRGHUDWH VFHQDULR $), VFHQDULR
3URMHFWLRQVSUHVHQWHGDWLQWHUQDWLRQDOIRUDLQUDQJHGIURPPWRPE\
7KLVKDVLPSOLFDWLRQVIRUSODQQLQJDQGDGDSWDWLRQ$XVWUDOLDQ*RYHUQPHQW
$XVWUDOLDQ VHD OHYHOV DUH LQFUHDVLQJ EXW DW GLIIHUHQW UDWHV7KH RFHDQV RQ WKH FHQWUDO
HDVW DQG VRXWKHUQFRDVWV RI$XVWUDOLD DUH ULVLQJDW D UDWH RI DURXQG PPSHU \HDU ±
VLPLODU WR WKHJOREDODYHUDJH±ZKHUHDV WKHQRUWKDQGQRUWKZHVW$XVWUDOLDKDYHEHHQ
ULVLQJ±PPSHU\HDU$WWKLVSRLQWWKHULVHVDUHOLQNHGSULPDULO\WRZDUPLQJRIRFHDQ
ZDWHUVFDXVLQJWKHPWRLQFUHDVHLQYROXPH&6,52	%R0
7KH  ,3&& UHSRUW LQGLFDWHV WKDW ZKLOH UDLQIDOO LQWHQVLW\ ZLOO LQFUHDVH UDLQIDOO RYHU
HDVWHUQ $XVWUDOLD LV OLNHO\ WR GHFUHDVH RYHUDOO 0RGHOOLQJ DOVR LQGLFDWHV VHDVRQDO
FKDQJHVZLWKUDLQIDOO LQFUHDVLQJ LQVXPPHUEXWGHFUHDVLQJ LQZLQWHUSDUWLFXODUO\ LQ WKH
VRXWK 7KH UHSRUW DOVR DQWLFLSDWHV WKDW WURSLFDO F\FORQHV ZLOO LQFUHDVH LQ LQWHQVLW\
&KULVWHQVHQHWDOWKRXJKLWLVQRW\HWNQRZQZKHWKHUWKHQXPEHURIF\FORQHVZLOO
FKDQJH





x PDJQLWXGH DV PHDVXUHG E\ YROXPH GHSWK DUHD LQXQGDWHG SUHFLSLWDWLRQ
LQWHQVLW\UDWHRIULVHYHORFLW\
x IORRGGXUDWLRQ
6WXGLHV UDUHO\ DGGUHVV DOO IORRG YDULDEOHV DQG PRVW IRFXV RQ IORRG LQWHQVLW\ DQG
IUHTXHQF\ +RZHYHU D VXUYH\ RI JRYHUQPHQW GRFXPHQWV IURP WKH HDVWHUQ VWDWHV RI
$XVWUDOLDLQGLFDWHVWKDWDOOWKHVHYDULDEOHVDUHOLNHO\WREHUHOHYDQWWRHDVWHUQ$XVWUDOLD
 4XHHQVODQG
4XHHQVODQG¶V &OLPDWH &KDQJH $GDSWDWLRQ IRU 4XHHQVODQG ,VVXHV 3DSHU H[DPLQHV
PRUH IORRG YDULDEOHV WKDQPRVW SRVVLEO\ EHFDXVH LWZDV SXEOLVKHG VXEVHTXHQW WR WKH
UHFHQWIORRGVLQ±,WORRNVDWSRVVLEOHFKDQJHVWRIORRGLQJLQWKHFOLPDWHFKDQJH











x DQ LQFUHDVH LQ WKH IUHTXHQF\RI WZRKRXU KRXUDQGKRXUH[WUHPH
UDLQIDOOHYHQWVIRUODUJHDUHDVRI6RXWK(DVW4XHHQVODQG
x WKH OLNHOLKRRG RI UDLQIDOO DVVRFLDWHG ZLWK WURSLFDO F\FORQHV ZLWKLQ
NLORPHWUHVLQFUHDVLQJE\DSSUR[LPDWHO\RQDYHUDJHE\




x LQ VRPH SODFHV LQFUHDVHG ULVN RI IORRGLQJ LQ ZKDW ZHUH SUHYLRXVO\
FRQVLGHUHGORZULVNDUHDV
x WKH OLNHOLKRRGRIPLG WRKLJKULVN IORRGDUHDVH[SHULHQFLQJPRUH VHYHUH
IORRGLQJ4XHHQVODQG*RYHUQPHQWD












6WXGLHV E\ WKH16:JRYHUQPHQW RQ FKDQJHV WR IORRGEHKDYLRXU IRFXVRQ FKDQJHV WR
IORRGIUHTXHQF\KHLJKWDQGH[WHQWQRWLQJWKDWDOOWKHVHDUHH[SHFWHGWRLQFUHDVH$VLQ
RWKHU VWDWHV SUREOHPV DUH H[SHFWHG WR EH H[DFHUEDWHG LQ FRDVWDO DUHDV E\ WKH
















WR WKH SUHVHQW  LQ  \HDU $5, HYHQW DQG WKH   LQ  \HDU $5,
HYHQW ZDV HTXLYDOHQW WR WKH  LQ  \HDU $5, HYHQW 3HGUXFR DQG
:DWNLQVRQ
 2WKHUIDFWRUVOLNHO\WRLQIOXHQFHIORRGLQJ
&KDQJLQJ SUHFLSLWDWLRQ SDWWHUQV DQG VHD OHYHO ULVH DUH QRW WKH RQO\ IDFWRUV LQIOXHQFLQJ
IORRGLQJ 2WKHUV LQFOXGH VWRUP VXUJH ODQG VXEVLGHQFH VRLO PRYHPHQWV GXH WR
LQFUHDVHG HURVLRQ SRSXODWLRQ LQFUHDVH XUEDQLVDWLRQ DVVRFLDWHG ZLWK LPSHUPHDEOH
VXUIDFHVWKDWLQFUHDVHVZDWHUUXQRIIODQGVFDSHPRGLILFDWLRQVHJOHYHHVYHJHWDWLRQ
FRYHUDQGVRLOPRLVWXUH OHYHO0DQ\RI WKHVHFDQDOVREH UHODWHG WRFOLPDWHFKDQJH WR
VRPHGHJUHH
9HJHWDWLRQFRYHULQ$XVWUDOLDLVOLNHO\WREHFRPHVSDUVHUGXHWRFOLPDWHFKDQJHEHFDXVH
RIPRUHSURORQJHGGURXJKWV6SDUVHUYHJHWDWLRQ LPSDLUV WKHDELOLW\RI WKH ODQGVFDSHWR




DVSHFW IRUGHFUHDVLQJIORRG LQWHQVLW\DVGU\VRLOFDQVRDNXSPRUHUDLQIDOO UHVXOWLQJ LQ
UHGXFHG UXQRII +RZHYHU KDYLQJ FDWFKPHQWV WKDW DUH GULHU RYHUDOOPD\ EH RI OLPLWHG








SDUWV RI*LSSVODQG WR VLQN DVPXFKDV ±PH[DFHUEDWLQJ IORRG ULVN 0F,QQHV HW DO
 :LWK LQFUHDVLQJO\ GU\ FRQGLWLRQV DQG ULVLQJ SRSXODWLRQV SUHVVXUHV RQ
JURXQGZDWHUUHVRXUFHVOHDGLQJWRVXEVLGHQFHFDQRQO\EHH[SHFWHGWRLQFUHDVH
 $GDSWDWLRQ WR FKDQJLQJ IORRG EHKDYLRXU QDWXUDO YDULDELOLW\ YHUVXV
FOLPDWHFKDQJH
,QFUHDVHG H[SRVXUH WR IORRG ZLOO LPSDFW RQ OLIH SURSHUW\ LQIUDVWUXFWXUH HQYLURQPHQW
KHDOWKLQFOXGLQJLQMXU\DQGH[SRVXUHWRFKHPLFDODQGSDWKRJHQLFSROOXWDQWVVRFLHW\DQG
OLYHOLKRRGV%DWHVHWDO$FFRUGLQJWRDUHSRUWE\WKH&6,52WKHUHZLOOEHD
LQFUHDVH LQ WKH QXPEHU RI $XVWUDOLDQV H[SRVHG WR ULVN RI IORRGLQJ LI DYHUDJH JOREDO
WHPSHUDWXUHV ULVH EHWZHHQ  DQG  GHJUHHV 3UHVWRQ 	 -RQHV  7KHUH ZLOO EH
LQFUHDVHG OLNHOLKRRG RI GHDWK DQG LQMXU\ DQG SURSHUW\ GDPDJH LV H[SHFWHG WR EH
VXEVWDQWLDO$ VHD OHYHO ULVHRI PFRXOGSRWHQWLDOO\ H[SRVH PRUH WKDQELOOLRQ
ZRUWKRI$XVWUDOLDQFRDVWDODVVHWVWRIORRGLQJDQGHURVLRQ$XVWUDOLDQ*RYHUQPHQW
+\GURORJLVWVKDYHEHHQDZDUHRIQRQVWDWLRQDULW\IRUPRUHWKDQ\HDUVDQGLQWKHODVW
ILYH WR  \HDUV KDYH VWDUWHG WR XQGHUVWDQG WKH SK\VLFDO PHFKDQLVPV EHKLQG WKDW

7KH$YHUDJH5HFXUUHQFH ,QWHUYDO$5, LVDVWDWLVWLFDOHVWLPDWHRI WKHDYHUDJHSHULRG LQ\HDUV
EHWZHHQWKHRFFXUUHQFHRIDIORRGRIDJLYHQVL]H)RUH[DPSOHD\HDU$5,HYHQWZLOORFFXU
RQDYHUDJHRQFHHYHU\\HDUV7KLVLVUHIHUUHGWRDVDµLQ\HDUIORRGHYHQW¶LQWKLVUHSRUW





FOLPDWH FKDQJH DQG  LI WKH XQGHUO\LQJ SK\VLFDOPHFKDQLVPV WKDW GULYH UDLQIDOO DQG
WKHUHIRUHIORRGLQJDUHYDULDEOHIURP\HDUWR\HDURUGHFDGHWRGHFDGHVXFKWKDWWKHULVN
RI IORRGLQJ LV HOHYDWHG RU VXSSUHVVHG LH QRQVWDWLRQDU\ GHSHQGLQJ RQ ZKDW FOLPDWH
SKDVH\RXDUHLQ
)ORRG ULVNV PD\ EH FRPSRXQGHG E\ GHPRJUDSKLF IDFWRUV $XVWUDOLD¶V SRSXODWLRQ RI
PLOOLRQ LQ LVH[SHFWHG WR LQFUHDVHWRPLOOLRQE\7KH ODUJHVWJURZWK LV
H[SHFWHGLQFDSLWDOFLWLHVDQGFRDVWDODUHDV*URZWKLQFRDVWDODUHDVLVODUJHO\GULYHQE\
UHWLUHPHQW RI EDE\ ERRPHUV DQG WKH µVHD FKDQJH¶ SKHQRPHQRQZKLFK LV H[SHFWHG WR
FRQWLQXH IRU DW OHDVW DQRWKHU WZHQW\ \HDUV3RSXODWLRQV LQ WKHVHDUHDV DUH SDUWLFXODUO\
YXOQHUDEOH FRPSULVLQJ KLJKHVW SHUFHQWDJH RI SHRSOH RI WKH ORZHVW LQFRPH KLJKHVW
PHGLDQDJHDQGKLJKHVWHOGHUO\GHSHQGHQF\$XVWUDOLDQ*RYHUQPHQW












UDLVHV WKH TXHVWLRQ RI KRZ QRUPDO IORRG PDQDJHPHQW GLIIHUV IURP FOLPDWH FKDQJH
DGDSWDWLRQWRIORRGLQJ
 1DWXUDOYDULDWLRQ
1DWXUDO FOLPDWH YDULDELOLW\ LV LQIOXHQFHG E\ PDQ\ QDWXUDO F\FOHV WKDW SOD\ RXW RYHU
GHFDGHV RU HYHQ PXOWLSOH GHFDGHV 2QH RI WKH PRVW VLJQLILFDQW RI WKHVH LQ HDVWHUQ
$XVWUDOLDLVWKH(O1LxR6RXWKHUQ2VFLOODWLRQ(162'XULQJWKH/D1LxDSKDVHWKHUHLV
VLJQLILFDQWO\ KLJKHU UDLQIDOO DQG FRROHU DLU WHPSHUDWXUHV SDUWLFXODUO\ IRU QRUWKHUQ 16:
DQG4XHHQVODQGJHQHUDOO\±KLJKHUWKDQGXULQJ(O1LxR$QLQFUHDVHLQUDLQIDOO





'XULQJ WKH µQHJDWLYH¶ ,32 SKDVH UDLQIDOO WHQGV WR EH KLJKHU DQG PRUH SUHGLFWDEOH
FRPSDUHG ZLWK WKH µSRVLWLYH¶ SKDVH ,QWHUHVWLQJO\ ZKLOH WKH QHJDWLYH SKDVH RI ,32
PDJQLILHV DOUHDG\ HQKDQFHG /D 1LxD UDLQIDOO DQG VWUHDPIORZ WKURXJKRXW HDVWHUQ
$XVWUDOLD WKH HIIHFWV DUH SDUWLFXODUO\ QRWLFHDEOH IRU VRXWKHUQ16:DQG9LFWRULDZKLFK
DUHOHVVDIIHFWHGE\(162ZKHQ,32LVQRWLQ LWVQHJDWLYHSKDVH9HUGRQHWDO
7KHVH ORQJWHUPYDULDWLRQVGHPRQVWUDWHZK\ LW FDQEHKDUG WRGHWHUPLQH WKHFDXVHRI
FOLPDWHFKDQJHDQGKRZPXFKRIWKHREVHUYDEOHFKDQJHLVGXHWRQDWXUDOYDULDWLRQWKDW
SOD\V RXW RYHU ORQJ WLPH VFDOHV DQG KRZPXFK LV GXH WR LQFUHDVHG JUHHQKRXVH JDV
HPLVVLRQV+DOOHJDWWHQRWHVWKDWLQVRPHDUHDVLWZLOOEHDQRWKHU\HDUVEHIRUH
FKDQJHV LQ SUHFLSLWDWLRQ SDWWHUQV EHFRPH VWDWLVWLFDOO\ GHWHFWDEOH DQG GLVWLQJXLVKDEOH








LQFRUSRUDWHG LQWR H[LVWLQJ SODQQLQJ HJ IORRG OHYHOV IRU D  LQ  \HDU IORRGPD\ EH
WDNHQ LQWR DFFRXQW ZKHQ SODQQLQJ GHYHORSPHQWV DQG FUHDWLQJ EXLOGLQJ FRGHV 7KXV
DGDSWLYHPHDVXUHVIRUQDWXUDOVFHQDULRVPD\DOUHDG\EHLQSOD\IRUHYHQWVRIWKLVVFDOH
GHSHQGLQJRQ WKHTXDOLW\ RI LQIRUPDWLRQ SODQQLQJDQGFRPSOLDQFH$GDSWDWLRQ LQ WKLV
FRQWH[WPHDQVWKDWVRFLHW\KDVMXGJHGLWYLDEOHIRUIORRGLQJRQWKLVVFDOHWRKDSSHQDWDQ
DYHUDJHLQWHUYDORI\HDUV7KDWLVWKHORQJWHUPFRVWRIUHFRYHU\LQHFRQRPLFDQG












8QGHU FOLPDWH FKDQJH VFHQDULRV D  LQ  HYHQW RU RWKHU OHVVHU HYHQWVPD\ EHFRPH









,I IUHTXHQF\ LQFUHDVHV H[LVWLQJ DGDSWDWLRQPHDVXUHVPD\ QRW EH VXIILFLHQW WR HQVXUH WKH
ORQJWHUP YLDELOLW\ RI WKH FRPPXQLW\ DV WKH FRVWV RI UHFRYHU\PXOWLSO\ 6PLW HW DO 
7KXVHYHQ LIDQHYHQW LVZLWKLQQRUPDOFOLPDWLFYDULDWLRQDQG LV LQFRUSRUDWHG LQWRH[LVWLQJ
SODQQLQJ IUDPHZRUNV DGDSWDWLRQ WR QDWXUDO YDULDWLRQPD\ EH LQVXIILFLHQW XQGHU D FOLPDWH
FKDQJHVFHQDULR














+DOOHJDWWH  VXJJHVWV WKDW LPSURYHG PRGHOOLQJ LV XQOLNHO\ WR \LHOG WKH GHJUHH RI
FHUWDLQW\ WKDW SODQQHUV UHTXLUH SDUWO\ GXH WR GLIILFXOWLHV LQ GLVWLQJXLVKLQJ EHWZHHQ QDWXUDO
PXOWLGHFDGDOYDULDELOLW\DQGDQWKURSRJHQLFFOLPDWHFKDQJH0RGHOVFDQQRWEHYDOLGDWHG LQ
WKH VKRUW WHUP E\ ZKLFK WLPH DPDODGDSWLYH GHFLVLRQPD\ KDYH EHHQPDGH 0RUHRYHU
SURMHFWLRQ UDQJHV FRQWLQXH WR EH ODUJH GHVSLWH LPSURYHG LQIRUPDWLRQ DQG XQFHUWDLQW\ ZLOO
UHPDLQQRPDWWHUKRZJRRGWKHPRGHOOLQJ
+DOOHJDWWH  DUJXHV WKDW LW LV FXUUHQW GHFLVLRQPDNLQJ IUDPHZRUNV WKDW QHHG WR EH
FKDQJHG WR DFFRPPRGDWH WKLV XQFHUWDLQW\ UDWKHU WKDQ GHOD\LQJ DFWLRQ XQWLO LQIRUPDWLRQ
SURYLGHV FHUWDLQW\+H UDQNVDGDSWDWLRQRSWLRQVDFFRUGLQJ WR DQXPEHU RI FKDUDFWHULVWLFV
LQFOXGLQJQRUHJUHWVVWUDWHJLHV UHYHUVLELOLW\HDVHRI LQFRUSRUDWLQJ ORZFRVWVDIHW\PDUJLQV
VRIW VWUDWHJLHV ZKLFK E\ WKHLU QDWXUH JHQHUDOO\ DUH UHYHUVLEOH DYRLGLQJ ORQJ WHUP
FRPPLWPHQW XQFHUWDLQWLHV LQFUHDVH IXUWKHU LQWR WKH IXWXUHDQGV\QHUJLHVZKLFK FRQVLGHU
H[WHUQDOLWLHV WR RWKHU VHFWRUV µ,QVWLWXWLRQDOLVDWLRQ RI D ORQJWHUP SODQQLQJ KRUL]RQ¶ LV DQ
H[DPSOH RI D VRIW PDQDJHPHQW PHDVXUH WKDW IRUFHV SODQQHUV WR ORRN VHYHUDO GHFDGHV
DKHDG2WKHUKLJKSULRULW\PHDVXUHVUHOHYDQWWRIORRGPDQDJHPHQWLQFOXGHFOLPDWHSURRILQJ
RI QHZ EXLOGLQJ DQG LQIUDVWUXFWXUH UHVWULFWLYH ODQG XVH SODQQLQJ LQVXUDQFH DQG WKH
GHYHORSPHQW RI HDUO\ ZDUQLQJ V\VWHPV DQG HYDFXDWLRQ V\VWHPV 6WUXFWXUDO VROXWLRQV DQG
RSWLRQV VXFK DV UHORFDWLRQ DQG UHWUHDW ZHUH OHVV IDYRXUHG DV WKH\ DUH QRW UHYHUVLEOH RU
IOH[LEOH +DOOHJDWWH  7KURXJKRXW WKLV UHSRUW QRUHJUHWV ORZFRVW RSWLRQV WKDW KDYH









D WKH SUHSDUDWLRQ DQG SODQQLQJ E\ IHGHUDO VWDWH DQG ORFDO JRYHUQPHQWV
HPHUJHQF\ VHUYLFHV DQG WKH FRPPXQLW\ IRU WKH ± IORRGV LQ
4XHHQVODQG
E WKHSHUIRUPDQFHRISULYDWHLQVXUHUVLQPHHWLQJWKHLUFODLPVUHVSRQVLELOLWLHV










L $GHTXDF\ RI IRUHFDVWV DQG HDUO\ ZDUQLQJ V\VWHPV SDUWLFXODUO\ DV WKH\
UHODWHG WR WKH IORRGLQJ HYHQWV LQ 7RRZRRPED DQG WKH /RFN\HU DQG
%ULVEDQH9DOOH\V
M ,PSOHPHQWDWLRQRIWKHV\VWHPVRSHUDWLRQSODQVIRUGDPVDFURVVWKHVWDWH
DQG LQ SDUWLFXODU WKH:LYHQKRH DQG 6RPHUVHW UHOHDVH VWUDWHJ\ DQG DQ
DVVHVVPHQW RI FRPSOLDQFH ZLWK DQG WKH VXLWDELOLW\ RI WKH RSHUDWLRQDO
SURFHGXUHVUHODWLQJWRIORRGPLWLJDWLRQDQGGDPVDIHW\
N $OO DVSHFWV RI ODQG XVH SODQQLQJ WKURXJK ORFDO DQG UHJLRQDO SODQQLQJ
V\VWHPVWRPLQLPLVHLQIUDVWUXFWXUHDQGSURSHUW\LPSDFWVIURPIORRGV
O ,QXQGHUWDNLQJLWVLQTXLULHVWKH&RPPLVVLRQLVUHTXLUHGWR





DV LW ZDV D SULRULW\ WR UHVROYH DQ\ LVVXHV VXUURXQGLQJ WKHVH DVSHFWV EHIRUH WKH QH[W
\HDU¶VZHWVHDVRQ7KHUHFRPPHQGDWLRQVRIWKHLQWHULPLQTXLU\ZHUHDFFHSWHGLQIXOOE\





LQFOXGHG -LP 2¶6XOOLYDQ D IRUPHU 3ROLFH &RPPLVVLRQHU DQG 3KLO &XPPLQV DQ
LQWHUQDWLRQDOGDPH[SHUW)RXUEDUULVWHUVIRUPHGWKHUHPDLQGHURIWKHWHDP7KHPDNHXS
RIWKHWHDPHPSKDVLVHVWKHLPSRUWDQFHRIWKHSUHSDUDWLRQDQGUHVSRQVHDVSHFWVRIWKH






WKH &RPPLVVLRQ WR FRQVLGHU FOLPDWH FKDQJH KDG LW ZLVKHG WR GR VR 6HFWLRQ  RI WKH
&RPPLVVLRQVRI,QTXLU\2UGHU1RUHTXLUHVWKH&RPPLVVLRQ¶VUHSRUWWRLQFOXGH
DPRQJRWKHUWKLQJVUHFRPPHQGDWLRQVWKDWDUHDSSURSULDWHIHDVLEOHDQGFRVWHIIHFWLYH
WR LPSURYH µWKHSUHSDUDWLRQDQGSODQQLQJIRUIXWXUHIORRGWKUHDWVDQGULVNV LQSDUWLFXODU
WKH SUHYHQWLRQ RI WKH ORVV RI OLIH¶ 7KH ILQDO SKUDVH µSUHYHQWLRQ RI ORVV RI OLIH¶ ZDV
FHUWDLQO\ FRYHUHG +RZHYHU µIXWXUH¶ IORRG WKUHDWV JHQHUDOO\ VHHP WR KDYH EHHQ
LQWHUSUHWHG E\ WKH &RPPLVVLRQ LQ WHUPV RI HYHQWV FRPSDUDEOH LQ VFDOH WR WKH UHFHQW
IORRGV&OLPDWHFKDQJHUDWHVQRPHQWLRQLQWKH&RPPLVVLRQRI,QTXLU\¶VLQLWLDOUHSRUWDQG
LVRQO\WRXFKHGRQLQLVRODWHGLQVWDQFHVLQWKHILQDOUHSRUW
:KLOH WKH VLJQLILFDQFH RI FOLPDWH FKDQJH LV ODUJHO\ RPLWWHG LQ WKH LQTXLU\ UHSRUWV WKH
LPSOLFDWLRQV IRU FOLPDWH FKDQJH DGDSWDWLRQ DSSHDU WR KDYH EHHQ UHFRJQLVHG E\ WKH
4XHHQVODQG*RYHUQPHQW¶V2IILFHRI&OLPDWH&KDQJH4XHHQVODQG*RYHUQPHQWE
DQG E\ WKH 4XHHQVODQG 5HFRQVWUXFWLRQ $XWKRULW\ ZKLFK LQFRUSRUDWHV FOLPDWH FKDQJH
PRGHOOLQJLQLWVIORRGPDSSLQJGHVLJQVFHQDULRV45$
7KH4XHHQVODQG)ORRGV&RPPLVVLRQRI ,QTXLU\ZLOOEHDEEUHYLDWHG WR µWKH4XHHQVODQG
,QTXLU\¶ZKHQLWLVUHIHUUHGWRVXEVHTXHQWO\LQWKLVGRFXPHQW




7KH UHYLHZ LV WR HVWDEOLVK WKH FKDUDFWHULVWLFV RI WKH IORRG DQG WKH UHVXOWDQW OHYHOV LQFOXGLQJ D




































x V\VWHPV DQG GDWD IRU FROOHFWLQJ FROODWLQJ DQG VKDULQJ GDWD ZLWK RWKHU
DJHQFLHV






IORRG HYHQWV WKDW RFFXUUHG IURP 6XQGD\  ± 6DWXUGD\  -DQXDU\  WR
GRFXPHQWREVHUYDWLRQVDQGWRPDNHUHFRPPHQGDWLRQVRQDPHQGPHQWVWRSODQV
SURFHGXUHV UROHV DQG UHVSRQVLELOLWLHV DQG RQ LPSURYHPHQWV WKDW ZLOO HQKDQFH
%&&¶V GLVDVWHUPDQDJHPHQW DUUDQJHPHQWV DQG WKH UHVSRQVH WR IXWXUH HYHQWV
$UQLVRQ*RWWHUVRQHWDO

7KH UHYLHZ ERDUGZDV OHG E\0DMRU*HQHUDO 3HWHU $UQLVRQ $&&92 D UHWLUHG DUP\
RIILFHU DQG IRUPHU *RYHUQRU RI 4XHHQVODQG FXUUHQWO\ &KDQFHOORU RI 4XHHQVODQG
8QLYHUVLW\RI7HFKQRORJ\2WKHUPHPEHUVRIWKHERDUGLQFOXGHG5REHUW*RWWHUVRQ4&D
4XHHQVODQG EDUULVWHU DQG (PHULWXV 3URIHVVRU &ROLQ $SHOW D FLYLO HQJLQHHU 7KH
FRPSRVLWLRQ RI WKH ERDUG DSSHDUHG WR ODFN H[SHUWLVH LQ IORRGSODLQ PDQDJHPHQW ±
SHUKDSVDFFRXQWLQJIRUDIRFXVRQHQJLQHHULQJPHWKRGVRIIORRGSUHYHQWLRQ
7KHUHYLHZWHUPVRIUHIHUHQFHDGGUHVVDOOSKDVHVRIHPHUJHQF\PDQDJHPHQWLQFOXGLQJ
SUHYHQWLRQSUHSDUDWLRQ UHVSRQVHDQGUHFRYHU\+RZHYHU WKHUH LVDGLVWLQFWHPSKDVLV
RQ UHVSRQVH&OLPDWHFKDQJH LVQRWPHQWLRQHGHLWKHU LQ WKH WHUPVRI UHIHUHQFHRU WKH
FRQWHQWRIWKHUHSRUW
7KH %ULVEDQH )ORRG -DQXDU\  ,QGHSHQGHQW 5HYLHZ RI %ULVEDQH &LW\ &RXQFLO¶V




4XHHQVODQG ,QTXLU\ RU WKH %ULVEDQH 5HYLHZ 7KH LVVXHV LW ZDV UHTXLUHG WR H[DPLQH
LQFOXGHG
x WKH DGHTXDF\ RI IORRG SUHGLFWLRQV LQFOXGLQJ WHFKQRORJ\ DQG PRGHOOLQJ
WHFKQLTXHVXVHG
x WKHDGHTXDF\ WLPHOLQHVVDQGHIIHFWLYHQHVVRI IORRGZDUQLQJVDQGSXEOLF
LQIRUPDWLRQ
x HPHUJHQF\ VHUYLFHV FRPPDQG DQG FRQWURO DUUDQJHPHQWV XWLOLVHG WR
PDQDJHWKHHPHUJHQF\




x WKH DGHTXDF\ RI VHUYLFH GHOLYHU\ E\ VWDWH DQG IHGHUDO JRYHUQPHQW
DJHQFLHVORFDOJRYHUQPHQWVDQGYROXQWHHUEDVHGRUJDQLVDWLRQVDQG






7KH LQWHULP UHSRUW LV LQFRUSRUDWHG LQ D UHYLVHG IRUP LQWR WKH ILQDO UHSRUW IRUPLQJ LWV
LQWURGXFWLRQDQGPHWKRGRORJ\VHFWLRQV&RPULH
7KH WHUPVRI UHIHUHQFHDUH KHDYLO\ IRFXVHGRQHPHUJHQF\ UHVSRQVH3UHSDUDWLRQ DQG
UHFRYHU\ DUH DOVR FRYHUHG +RZHYHU SUHYHQWLRQ DQG PLWLJDWLRQ DSSHDU WR KDYH EHHQ
RPLWWHG 7KH WHUPV RI UHIHUHQFH FRQWDLQV QR DSSDUHQW SURYLVLRQ IRU FRQVLGHULQJ ODQG
SODQQLQJ+RZHYHUWKHUHYLHZHUVKDYHGLVFXVVHGODQGSODQQLQJXQGHUWKHµWKHDGHTXDF\





SURWUDFWHG HPHUJHQF\ HYHQWV¶ WZR RI WKH FOLPDWH FKDQJH IORRG YDULDEOHV GLVFXVVHG
DERYH











D LGHQWLI\LQJEHVWSUDFWLFHDQGHPHUJLQJ WHFKQRORJ\ IRUIORRGPLWLJDWLRQ
DQGPRQLWRULQJLQIUDVWUXFWXUHLQFOXGLQJULYHUJDXJHV
E WKH PDQDJHPHQW RI OHYHHV DFURVV 9LFWRULD LQFOXGLQJ RZQHUVKLS
UHVSRQVLELOLW\DQGPDLQWHQDQFHRQERWKSXEOLFDQGSULYDWHODQG
F ZDWHUZD\V PDQDJHPHQW LQFOXGLQJ WKH QDWXUH DQG H[WHQW RI
YHJHWDWLRQFOHDULQJ DFWLYLWLHV ZLWKLQ ZDWHUZD\V DQG WKHLU JHQHUDO
PDLQWHQDQFH
G LGHQWLI\LQJ WKRVH HQWLWLHV DQG LQGLYLGXDOV KDYLQJ RZQHUVKLS RI






$V LWZDV D3DUOLDPHQWDU\ ,QTXLU\ WKH LQYHVWLJDWLQJ FRPPLWWHH FRPSULVHGPHPEHUVRI






PLWLJDWLRQ VXFK DV GHYHORSPHQW FRQWUROV RU IORRG ZDUQLQJV DQG WKH FULWHULRQ XQGHU
ZKLFK WKLV LV GLVFXVVHG VSHFLILHV µIORRG PLWLJDWLRQ DQG PRQLWRULQJ LQIUDVWUXFWXUH¶
+RZHYHU WKHZRUGLQJDOVR LQFOXGHV µEHVWSUDFWLFH¶ZKLFKDSSHDUV WRKDYH MXVWLILHG WKH
FRYHUDJHRIPHDVXUHVRWKHUWKDQVWUXFWXUDORQHVLQWKHUHSRUW
7KH WHUPVRI UHIHUHQFHGR QRW UHIHU WR FOLPDWH FKDQJH1HYHUWKHOHVV WKH UHSRUW GRHV
DFNQRZOHGJH FOLPDWH FKDQJH HIIHFWV RQ IORRGLQJ DQG WKH QHHG IRU VRXQG IORRG
PDQDJHPHQWWRDGGUHVVWKLVSS
$W WKH WLPHRIZULWLQJ WKH UHSRUWKDGRQO\ UHFHQWO\EHHQ UHOHDVHGDQG WKHJRYHUQPHQW
KDGQRWPDGHD IRUPDO UHVSRQVH WR LW$UHVSRQVH LV UHTXLUHGZLWKLQVL[PRQWKVRI WKH
UHSRUW¶VUHOHDVH






FRYHULQJ DOO SKDVHV RI HPHUJHQF\ PDQDJHPHQW SUHYHQWLRQPLWLJDWLRQ SUHSDUDWLRQ






%RWK WKH %ULVEDQH 5HYLHZ DQG WKH 4XHHQVODQG ,QTXLU\ LQFOXGH ODQG XVH SODQQLQJ
DUUDQJHPHQWVLQWKHLU7HUPVRI5HIHUHQFH7KH4XHHQVODQG,QTXLU\ILQDOUHSRUWFRYHUV
WKLV PDWWHU LQ JUHDW GHWDLO H[DPLQLQJ µDOO DVSHFWV¶ DV GLUHFWHG 7KH %ULVEDQH 5HYLHZ
EXUGHQHGZLWKVRPHZKDWGHWDLOHGUHVSRQVHIRFXVHGWHUPVRIUHIHUHQFHJLYHVODQGXVH
SODQQLQJ OHVV DWWHQWLRQ 7KH UHSRUW LV QDWXUDOO\PRUH OLPLWHG LQ DQDO\VLV WKDQ WKH VWDWH
IXQGHG UHYLHZV EXW LV YDOXDEOH LQ SURYLGLQJ D PXQLFLSDO YLHZSRLQW WR HPHUJHQF\




,QTXLU\ LQWR IORRGPLWLJDWLRQPDNH QR REYLRXV UHIHUHQFH WR SODQQLQJ DQG GHYHORSPHQW
FRQWUROV DOWKRXJK WKH 9LFWRULDQ 5HYLHZ GRHV DGGUHVV WKLV WR VRPH H[WHQW DV D
FRPSRQHQW RI µVHUYLFH GHOLYHU\¶ 'HVSLWH WKH OLPLWDWLRQV RI WKH WHUPV RI UHIHUHQFH WKH
9LFWRULDQ5HYLHZLVWKRURXJKDQGGLVSOD\VDKLJKGHJUHHRIVWUDWHJLFLQVLJKW





ILUPO\ IRFXVHG RQ DVVHVVLQJ SHUIRUPDQFH GXULQJ WKH UHFHQW IORRG HYHQW DQG RQ
SUHYHQWLQJVLPLODUHYHQWVUDWKHUWKDQDVVHVVLQJWKHDGHTXDF\RIH[LVWLQJDUUDQJHPHQWV

















DOWHUDWLRQVWR WKHRSHUDWLRQRIZDWHU LQIUDVWUXFWXUHIRU IORRGPLWLJDWLRQSXUSRVHVS
1HYHUWKHOHVVWKH5HYLHZVWXGLHGWKHUROHRIGDPVLQWKH±9LFWRULDQIORRGVGXH
WRFRPPXQLW\LQWHUHVW,WQRWHVWKDWQRGDPVLQ9LFWRULDKDYHPLWLJDWLRQDVWKHLUSULPDU\
SXUSRVH +RZHYHU DOO GDPV VWXGLHG IRU WKH UHYLHZ WR VRPH H[WHQW PLWLJDWHG IORRGV
SULPDULO\ EHFDXVH SHDN LQIORZV H[FHHGHG SHDN RXWIORZV 9LFWRULDQ5HYLHZ SS ±
$VLPLODU ILQGLQJ ZDVPDGH LQ 4XHHQVODQG IRU WKH:LYHQKRH 'DP %ULVEDQH 5HYLHZ
S4XHHQVODQG,QTXLU\ILQDOUHSRUWS
+RZHYHU WLPLQJRI UHOHDVHV LVDOVRFUXFLDO7KH LQWHULP4XHHQVODQG ,QTXLU\SRLQWHG WR
UHOHDVHV RI ZDWHU IURP WKH GDP EHLQJ GHOD\HG WRR ORQJ DFFRUGLQJ WR WKH RSHUDWLQJ
PDQXDOSS±7KLVZDVFRQILUPHGLQWKHILQDOUHSRUWS7KH%ULVEDQH5HYLHZ
VXJJHVWV WKDW WKH WLPLQJ RI WKH:LYHQKRH UHOHDVHV DOPRVW FRLQFLGHGZLWK QDWXUDO ULYHU




DOPRVW VLPXOWDQHRXVO\ 7KLV QRW RQO\ LPSDFWHG %ULVEDQH EXW FDXVHG VLJQLILFDQW
EDFNZDWHULQJ IRU  NP DORQJ WKH ORZHU %UHPPHU 5LYHU FRQWULEXWLQJ WR IORRGLQJ DW
,SVZLFK S  7KH PDMRU SHDN DOVR FRLQFLGHG ZLWK KLJK WLGH OHYHOV ZKLFK IXUWKHU
H[DFHUEDWHGWKHIORRGLQJYDQGHQ+RQHUW	0F$QGQH\S7KHRSHUDWLRQRI
GDPV GXULQJ PDMRU IORRG HYHQWV LV DOZD\V JRLQJ WR EH VXEMHFW WR FULWLFLVP EXW DQ\
LPSURYHPHQWV WKDW FDQ EH PDGH WR GDP PDQDJHPHQW RSHUDWLQJ PDQXDOV DQG
LQIRUPDWLRQWRDVVLVWRSWLPDOWLPLQJRIUHOHDVHVFRXOGSRWHQWLDOO\KDYHDKXJHLPSDFWRQ
WKHLUHIIHFWLYHQHVVLQPLWLJDWLRQ
7KH YDVWPDMRULW\ RI WKH UHFRPPHQGDWLRQVPDGH E\ WKH4XHHQVODQG ,QTXLU\ UHODWH WR
GDP PDQDJHPHQW UDWKHU WKDQ GDP LQIUDVWUXFWXUH 5HFRPPHQGDWLRQV QRW UHODWLQJ
WRPDQDJHPHQWLQFOXGHWHFKQRORJ\LPSURYHPHQWVWRLPSURYHLQIRUPHGGHFLVLRQPDNLQJ
DERXW GDP UHOHDVHV DQG GDP VDIHW\ LVVXHV 7KH FDWDVWURSKLF FRQVHTXHQFHV RI GDP
IDLOXUH DUH ZHOO GRFXPHQWHG ,Q RQH RI WKH ZRUOG¶V ZRUVW GDP FDWDVWURSKHV EHWZHHQ
 DQG  SHRSOH DUH EHOLHYHG WR KDYH GLHG ZKHQ %DQTXLDR 'DP EXUVW LQ
&KLQD LQ7KLVGDPZDVGHVLJQHG WRZLWKVWDQGD LQ\HDU IORRGHYHQWEXW
XQEHNQRZQWRGDPRSHUDWRUVDQRWKHUGDPIXUWKHUXSVWUHDPKDGDOUHDG\EXUVWDGGLQJ
WR QDWXUDO IORZV DQG RYHUZKHOPLQJ WKH GDP 3HDUFH  :KLOH WKLV PD\ EH DQ
H[WUHPHH[DPSOHRWKHUGDPEXUVWFDVHVFRPPRQO\FDXVHKXQGUHGVRIGHDWKV
'DP VDIHW\ ZDV DQ LVVXH LQIOXHQFLQJ WKH PDQDJHPHQW RI:LYHQKRH 'DP GXULQJ WKH
IORRGV 7KH:LYHQKRH'DPZDV FRQVWUXFWHG IROORZLQJ WKH  IORRGV ZKLFK FDXVHG
HQRUPRXVGDPDJHWR%ULVEDQH,WVSXUSRVHZDVQRWRQO\WRHQVXUHZDWHUVXSSO\LWZDV




SXUSRVHV 6HTZDWHUQG'HVSLWH WKLVHQRUPRXVVWRUDJHFRPSDUWPHQW IRU IORRGZDWHU
WKH4XHHQVODQG,QTXLU\QRWHV WKDWRQ-DQXDU\ µ6WUDWHJ\:ZDV LQYRNHGIRU
WKH ILUVW WLPH LQ:LYHQKRH¶V KLVWRU\ DW  DP¶ S  7KLV LV RI JUHDW VLJQLILFDQFH
:LV D VWUDWHJ\ RI XQFRQWUROOHG ZDWHU UHOHDVH ZKLFK LV RQO\ XVHG ZKHQ WKH GDP
VWUXFWXUHLVDWULVNRIIDLOXUHGXHWRWKHYROXPHRIZDWHULWKROGV7KHJDWHVRIWKHGDPDUH
RSHQHG FRQWLQXRXVO\ XQWLO RXWIORZVPDWFK LQIORZV 7KH:LYHQKRH GDPZDVQRW LQ DQ\








HVWLPDWLRQRI WKH VL]HRI WKH IORRG WKDW WKHGDPPD\KDYH WRZLWKVWDQG DQG WKHJDWH
RSHUDWLQJ PHFKDQLVP ZKLFK ZDV  FP FOHDU RI EHLQJ VXEPHUJHG +DG WKH HOHFWULF
ZLQFKVXEPHUJHGWKHPHFKDQLVPZRXOGKDYHIDLOHGWKRXJKWKHUHZDVDEDFNXSSHWURO
JHQHUDWRU7KHUHZHUH DOVRVHULRXVVDIHW\ LVVXHV IRU WKHGDPRSHUDWRUZKRRSHUDWHG
FRQWUROVZKLOHVWDQGLQJLQKLJKYHORFLW\ZDWHUKDOIZD\XSKLVORZHUOHJSS±
,I HDVWHUQ $XVWUDOLD FDQ H[SHFW IORRGV RI LQFUHDVLQJPDJQLWXGH XQGHU FOLPDWH FKDQJH
GDPLQIUDVWUXFWXUHQHHGVWREHFDSDEOHRIZLWKVWDQGLQJWKHPDQGLQYLHZRIWKHLVVXHV
ZLWK1RUWK3LQH'DPDQGRWKHUGDPVDIHW\LVVXHVUDLVHGLQWKHILQDO4XHHQVODQG,QTXLU\




7KLVDOVRKLJKOLJKWVDQRWKHU LVVXH WKDW GDPVDUHRQO\HIIHFWLYHDW FRQWUROOLQJPHGLXP
VFDOHIORRGV7KH\ZLOODOZD\VQHHGWRSDVVYHU\ODUJHIORRGVDQGPD\EHDOHVVUHOLDEOH
PLWLJDWLRQ PHDVXUH LI FOLPDWH FKDQJH LQFUHDVHV IORRG PDJQLWXGH 7KH LQWHULP
4XHHQVODQG,QTXLU\UHSRUWVDµSRSXODUPLVFRQFHSWLRQWKDW:LYHQKRH'DPZRXOGFRQWDLQ
DOO IORRGV HPDQDWLQJ LQ WKH XSSHU %ULVEDQH 5LYHU¶ S 7KLV VXJJHVWV WKDW DV DQ
H[WHQVLRQRI6PLWK¶VµOHYHHSDUDGR[¶GDPVFDQJLYHDIDOVHVHQVHRIVHFXULW\DQG
HQFRXUDJHGHYHORSPHQWLQXQVDIHIORRGSODLQDUHDV








FRQWUDGLFWRU\ K\GURORJLFDO UHTXLUHPHQWV RI WKH GLIIHUHQW XVHV WR ZKLFK
GDPVDUHSXW,QRUGHUWRFDWFKIORRGVUHVHUYRLUVQHHGWREHNHSWHPSW\








JUHDWHU DQG PRUH VXGGHQ WKDQ ZRXOG KDYH KDSSHQHG GXULQJ QDWXUDO ULYHU IORRGLQJ¶
3HDUFHS
3ULRUWRWKH±4XHHQVODQGIORRGVWKHUHZDVDQRSSRUWXQLW\WRWHPSRUDULO\PRGLI\
GDP PDQDJHPHQW RSHUDWLRQV IURP WKH XVXDO µVHFXUH ZDWHU VXSSO\¶ IXQFWLRQ WR µIORRG
PLWLJDWLRQ¶ /D 1LxD LV D KLJKO\ SUHGLFWDEOH ZHDWKHU SDWWHUQ DQG WLPHO\ VHDVRQDO
SUHGLFWLRQVZHUHSURYLGHGE\WKH%XUHDXRI0HWHRURORJ\%R0WRDSSURSULDWHGHFLVLRQ
PDNHUV WKDW /D 1LxD ZRXOG EH XQXVXDOO\ LQWHQVH LQWHULP4XHHQVODQG ,QTXLU\ S 
,PSURYHGIORRGPLWLJDWLRQFRXOGKDYHEHHQDFKLHYHGYLDSUHUHOHDVHRIZDWHUIURPGDPV
WRSURYLGHH[WUDVWRUDJHFDSDFLW\IRUH[SHFWHGIORRGZDWHUVDQGWKLVRSWLRQZDVLGHQWLILHG
E\ UHOHYDQW SHUVRQQHO 'HVSLWH WKLV DSSURSULDWH PHDVXUHV ZHUH QRW SXW LQ SODFH WR
PLWLJDWH WKH GLVDVWHU $GPLQLVWUDWLYH V\VWHPV DQG FKDLQV RI UHVSRQVLELOLW\ ZHUH
DPELJXRXV OHDGLQJ WR D EUHDNGRZQ LQ GHFLVLRQPDNLQJ $V D FRQVHTXHQFH SUH
GHWHUPLQHG IXOO VXSSO\ OHYHOV DW:LYHQKRH 6RPHUVHW DQG1RUWK 3LQH GDPV UHPDLQHG
XQFKDQJHGDQGGDPVZHUHDOUHDG\IXOODWWKHVWDUWRIWKHUDLQ\VHDVRQ
:KLOH WKH PDQDJHPHQW SURFHVVHV WKDW OHG WR WKH IDLOXUH IRU RSHUDWLRQV WR VZLWFK WR
µPLWLJDWLRQ¶PRGHPD\EHVSHFLILF WR4XHHQVODQG WKLVGRHVKLJKOLJKW WKH LPSRUWDQFHRI
FOHDU SROLFLHV SURFHVVHV UHVSRQVLELOLWLHV DQG DFFRXQWDELOLWLHV 7KH OD 1LxD HYHQW WKDW




D IDFWRU LQ WKH µVWRUDJH¶ IRFXV ,Q4XHHQVODQG WKLVZDV UHLQIRUFHGE\ WKHGHFLVLRQVRI
LQGLYLGXDOVSULRU WR WKHHYHQW)RUH[DPSOH WKHUHZDVDJUHDW UHOXFWDQFHE\6HTZDWHU
WKH GDP RSHUDWRU WR DFW RQ WKH QRQGLUHFWLYH IURP WKH 4XHHQVODQG 'HSDUWPHQW RI
(QYLURQPHQWDQG5HVRXUFH0DQDJHPHQW4/''(50WRUHGXFHWKHIXOOVXSSO\OHYHOE\
SULRU WR WKH IORRGV LQWHULP4XHHQVODQG ,QTXLU\ SS ±0RUHRYHU SULRU WR WKH
IORRGWKH4XHHQVODQG:DWHU&RPPLVVLRQDQG6HTZDWHUKDGEHHQORRNLQJDWRSWLRQVWR
LQFUHDVH VWRUDJH RI ZDWHU LQ GDPV LQFUHDVLQJ WKH OHYHO WR ZKLFK UHVHUYRLUV FRXOG EH
ILOOHG ZLWKRXW LQFUHDVLQJ WKHLU VL]H 7KLV ZRXOG KDYH KDG WKH HIIHFW RI UHGXFLQJ WKHLU
FDSDFLW\IRUPLWLJDWLRQHYHQIXUWKHUS
%RWK VWRUDJH DQGPLWLJDWLRQ IXQFWLRQVZLOO FRQWLQXH WR EH FUXFLDO DV FOLPDWH FKDQJH LV
SURMHFWHG WR FDXVH ERWK PRUH VHYHUH GURXJKWV DQG PRUH VHYHUH IORRG HYHQWV IRU
$XVWUDOLD&KULVWHQVHQHWDO7KHIULFWLRQEHWZHHQWKHVHIXQFWLRQVFDQWKHUHIRUHEH
H[SHFWHGWRLQFUHDVHUDWKHUWKDQGHFUHDVHVRLWLVLPSRUWDQWWRGHYHORSPRUHVHQVLWLYH
UHVSRQVLYH V\VWHPV DQG SUHGLFWLYH FDSDFLW\ WR VXSSRUW WKLV ,W LV DOVR LPSRUWDQW WR
UHFRJQLVHWKDWWKHUHZLOODOZD\VEHDULVNRIMXGJHPHQWIDLOXUHLQWKHFKRLFHWRNHHSGDPV
IXOORUVXIILFLHQWO\ORZWRFDWFKIORRGV'DPVZLOOQHYHUEHDEOHWRµIORRGSURRI¶VHWWOHPHQW
RQ IORRGSODLQV DQG FDQQRW EH VXEVWLWXWHG IRU QRQVWUXFWXUDO PHDVXUHV VXFK DV
GHYHORSPHQWFRQWUROV
 'HYHORSPHQWSODQQLQJ
'HYHORSPHQW SODQQLQJ LV D NH\PHDVXUH IRU IORRG SUHYHQWLRQ ,I FRQVWUXFWLRQ LQ IORRG








ZLWK IORRGV FDQ EH DYRLGHG FRPSOHWHO\ +RZHYHU SUHYHQWLRQ RI GHYHORSPHQW LQ IORRG
SURQH DUHDV KDV SURYHG GLIILFXOW WR DFKLHYH EHFDXVH IORRGSODLQ ODQG LV DWWUDFWLYH IRU
VHWWOHPHQW EHLQJ KLJKO\ IHUWLOH ZLWK HDV\ DFFHVV WR ZDWHU 0LQLPLVLQJ IORRG LPSDFWV
WKURXJK FRQWUROOLQJ GHYHORSPHQW FDQ EH DFKLHYHG WKURXJK OHJLVODWLRQ FRQVWUXFWLRQ
VWDQGDUGVDQGSODQQLQJ
/HJLVODWLYHIUDPHZRUN





3ODQQLQJ$FW  4OG 63$7KH$FWDOORZV IRU WKHGHYHORSPHQWRI WKH4XHHQVODQG
3ODQQLQJ3URYLVLRQVZKLFKVHWRXWDVWDQGDUGVWUXFWXUHIRUSODQQLQJVFKHPHVDQGGUDIWLQJ
LQVWUXFWLRQV 7KHVH 3URYLVLRQV LQFOXGH VWDQGDUG ]RQHV DQG RYHUOD\V DQG DVVHVVPHQW
FULWHULD,QWHUPVRIIORRGLQJWKH3URYLVLRQVLQFOXGHDVWDQGDUGRYHUOD\IRUIORRGKD]DUGLQ
WKH µGHYHORSPHQW FRQVWUDLQWV¶ FDWHJRU\ +RZHYHU WKH XVH RI WKH RYHUOD\ LQ SODQQLQJ
VFKHPHV LV RSWLRQDO HYHQZKHUH IORRGPDSSLQJ LQIRUPDWLRQ LV DYDLODEOH SS± ,Q
9LFWRULD WKH DSSOLFDWLRQ RI WKH 9LFWRULD 3ODQQLQJ 3URYLVLRQV WKDW UHODWH WR IORRGLQJ
LQFOXGLQJVWDQGDUG]RQHVDQGRYHUOD\VRQO\DSSO\LIIORRGPDSSLQJKDVEHHQFDUULHGRXW
SS ± )RU PRUH GHWDLOV RQ IORRG PDSSLQJ VHH WKH )ORRG ,QIRUPDWLRQ VHFWLRQ
EHORZ
7KH 63$ DOVR HQDEOHV WKH GHYHORSPHQW RI 6WDWH 3ODQQLQJ 3ROLFLHV ZLWK ZKLFK ORFDO
JRYHUQPHQW SODQQLQJ VFKHPHV LQ 4XHHQVODQG DUH UHTXLUHG WR FRPSO\ 3URYLVLRQV
UHODWLQJ WR IORRG ULVN DUH PDGH WKURXJK 6WDWH 3ODQQLQJ 3ROLF\  633 
DGPLQLVWHUHGE\WKH4XHHQVODQG'HSDUWPHQWRI&RPPXQLW\6DIHW\'&67KLVSROLF\LV
WKHPRVWLPSRUWDQWVWDWHSODQQLQJLQVWUXPHQWIRUHQVXULQJFRQVLGHUDWLRQRIIORRGULVN,Q
SUDFWLFH WKHUH DUH VLJQLILFDQW SUREOHPV ZLWK DSSO\LQJ 633  2QH SUREOHP LV WKDW
633FDQQRWEHDSSOLHGWRORFDOSODQQLQJVFKHPHVXQOHVVWKH\ERWKDGRSWDµGHILQHG
IORRGHYHQW¶LGHQWLI\DKLVWRULFDOIORRGLGHDOO\FORVHWRDLQ\HDUHYHQWDQGKDYHD
IORRGPDS&RXQFLOV WKDWGRQ¶W LQFOXGH WKHVH LQ WKHLUSODQQLQJVFKHPHVFDQHVVHQWLDOO\
RSWRXWRIDSSO\LQJ633WRWKHLUSODQQLQJVFKHPHVSS




IORRG VWXGLHV DQG GHWHUPLQLQJ D GHILQHG IORRG HYHQW ZKHQ LW LV DSSURSULDWH WR XVH D
GHILQHG IORRG HYHQW JUHDWHU RU OHVV WKDQ WKH  LQ  \HDU IORRG HYHQW VWDQGDUG IRU
UHVLGHQWLDO GHYHORSPHQW DQGKRZ WR LPSURYH WKH LQWHJUDWLRQRI ODQGXVHSODQQLQJ DQG
GLVDVWHUPDQDJHPHQWS
,Q DGGLWLRQ WR LPSURYHG IORRG PDSSLQJ WKH 4XHHQVODQG ,QTXLU\ UHFRPPHQGV WKH
GHYHORSPHQW RIPRGHO IORRG SODQQLQJ FRQWUROV 7KH XVH RI WKH PRGHO IORRG SODQQLQJ
FRQWUROV ZRXOG EH PDQGDWRU\ LQ WKH GHYHORSPHQW DSSOLFDWLRQ SURFHVV UHJDUGOHVV RI
ZKHWKHUFRXQFLOSODQQLQJVFKHPHV LQFOXGHPDSV LGHQWLI\LQJDUHDVVXVFHSWLEOH WR IORRG









FRQVLVWHQF\ DQG DOOHYLDWH WKH GUDIWLQJ EXUGHQ IRU FRXQFLOV 7KHPRGHO SODQQLQJ VFKHPH
SROLF\ZRXOGSURYLGHJXLGDQFHWRDSSOLFDQWVDERXWWKHW\SHRIIORRGLQIRUPDWLRQUHTXLUHGLQ
WKHLU DSSOLFDWLRQV ,I WKH DSSOLFDWLRQ ZDV LQ DQ DUHD IRU ZKLFK WKHUH ZDV QR IORRG
LQIRUPDWLRQWKH\ZRXOGQHHGWRLQFOXGHLQIRUPDWLRQWRHQDEOHDVVHVVPHQWRIZKHWKHUODQG
LV VXVFHSWLEOH WR IORRGLQJ 7KHPRGHO SODQQLQJ FRQWUROV FRXOG HLWKHU EH LQFOXGHG LQ WKH
XSGDWHG633RULQWKH4XHHQVODQG3ODQQLQJ3URYLVLRQV7KH,QTXLU\IDYRXUVWKH633
 EXW QRWHV WKDW WKLV ZRXOG UHTXLUH DPHQGPHQW RI WKH 63$ WR HQVXUH PDQGDWRU\
FRPSOLDQFHZLWKWKHSODQQLQJFRQWUROVSS±
7KH DVVHVVPHQW RI ORFDO SODQQLQJ VFKHPHV E\ VWDWH JRYHUQPHQW DJHQFLHV LQ
4XHHQVODQGKDVQRW IDYRXUHG WKH LQFOXVLRQRI IORRGSURYLVLRQV3ODQQLQJ VFKHPHVDUH
VXEMHFW WR UHYLHZ E\ D QXPEHU RI VWDWH DJHQFLHV EHIRUH D GHFLVLRQ LV PDGH E\ WKH
UHVSRQVLEOH PLQLVWHU DERXW ZKHWKHU WR DSSURYH WKHP 5HFRPPHQGDWLRQV E\ WKH
'HSDUWPHQW RI &RPPXQLW\ 6DIHW\ '&6 WR HQVXUH FRPSOLDQFH ZLWK 633  IRU
VLJQLILFDQW IORRG SURQH DUHDV VXFK DV %ULVEDQH DQG (PHUDOG DSSHDU WR KDYH EHHQ
URXWLQHO\GLVUHJDUGHGE\WKH'HSDUWPHQWRI/RFDO*RYHUQPHQWDQG3ODQQLQJUHVXOWLQJLQ





WR ODFN RI GRFXPHQWDWLRQ DQG WKH LQTXLU\ UHFRPPHQGHG VRPH SURFHGXUDO DQG
DFFRXQWDELOLW\PHDVXUHVWRDGGUHVVWKLV
7KH%ULVEDQH5HYLHZDSSHDUV WR GRZQSOD\ WKH UROH RI633 VWDWLQJ WKDW LW LV WKH




$SSOLFDWLRQRISODQQLQJ OHJLVODWLRQDQG LQVWUXPHQWV WRDGGUHVV IORRGLQJDUHVLJQLILFDQWO\




IURP DSSO\LQJ 633  VHH DOVR VDWHOOLWH SODQQLQJ VFKHPHV µ'HYHORSPHQW
FRPPLWPHQWV¶ VXFK DV µPDWHULDO FKDQJH RI XVH WKDW LV FRGH DVVHVVDEOH¶ DQG
GHYHORSPHQWZKHUH WKHUH LV RYHUULGLQJ QHHG LQ WKH SXEOLF LQWHUHVW DUH H[HPSW S 
0LQLQJ DQG DJULFXOWXUDO DFWLYLWLHV DUH QRW DVVHVVDEOH GHYHORSPHQW XQGHU WKH 63$
S $FWLYLWLHV LQYROYLQJ KD]DUGRXV PDWHULDOV DUH JRYHUQHG E\ WKH (QYLURQPHQW
3URWHFWLRQ$FW 4OGDQGDUHDVVHVVHGDFFRUGLQJ WR µVWDQGDUGFULWHULD¶ WKDWPDNH
QR VSHFLILF UHIHUHQFH WR IORRGLQJ 633  RQO\ FRPHV LQWR SOD\ ZKHQ KD]DUGRXV





6RPH W\SHV RI FRPPXQLW\ LQIUDVWUXFWXUH XQOHVV LGHQWLILHG LQ WKH 633  OLVW DUH
H[HPSW GHYHORSPHQWV &RPPXQLW\ LQIUDVWUXFWXUH QRW FRYHUHG E\ 633  LQFOXGHV
FKLOGFDUH DJHGFDUH VFKRROVDQGHOHFWULFLW\ZRUNV DPRQJRWKHUV S633












:KLOH ORFDO JRYHUQPHQWV DUH SULPDULO\ UHVSRQVLEOH IRU PDQDJLQJ GHYHORSPHQW ZLWKLQ
PXQLFLSDO ERXQGDULHV WKH ILQDO4XHHQVODQG ,QTXLU\ UHSRUW DOVR LQYHVWLJDWHG WKH UROHRI
WKHVWDWHJRYHUQPHQWLQGHYHORSPHQWWKDWZDVHLWKHUH[HPSWRUZKHUHWKH63$ZDVQRW
DSSOLFDEOH ([DPSOHV SURYLGHG LQFOXGH WKH HOHFWULFDO VXEVWDWLRQ DW 0LOWRQ SS ±
DQGWZRUHVLGHQWLDOWRZHUVEXLOWRQORZO\LQJODQGVHWEDFNIURPWKH%ULVEDQH5LYHUMXVW
±PHWUHV WKRXJK DERYH WKH  LQ  \HDU IORRG OHYHO SS ± 7KH VWDWH
JRYHUQPHQW SOD\HG D SURPLQHQW SDUW LQ VHOHFWLQJ WKH UHVLGHQWLDO VLWH DQG SXUVXHG WKH
GHYHORSPHQW HYHQ WKRXJK LW KDG LGHQWLILHG WKH VLWH DV EHLQJ VXVFHSWLEOH WR IORRGLQJ
$FFHVV URDGV IORRGHG VRPH VL[ KRXUV EHIRUH WKH EXLOGLQJV ZHUH DIIHFWHG KDPSHULQJ
HYDFXDWLRQ%DVHPHQWVZHUH IORRGHG GHVWUR\LQJ EXLOGLQJ VHUYLFHV DQG VRPHJURXQG
IORRUIODWVZHUHDOVRIORRGHG7KHUHVLGHQWLDOWRZHUVGHYHORSPHQWSURYHGXQHFRQRPLFDO
DVDSDUWPHQWVFRXOGQ¶WEHVROGDIWHUWKHIORRGWKHFRXQFLODJUHHGWREX\EDFNWKHODQG
IURP WKH GHYHORSHU SS   5HJDUGLQJ WKH VXEVWDWLRQ VLWH DW 0LOWRQ WKH VWDWH
JRYHUQPHQWIRUFLEO\UHVXPHGODQGIURPWKHHOHFWULFDOFRPSDQ\DQGZRXOGRQO\DOORZLWWR
GHYHORSRQWKHOHDVWVXLWDEOHORFDWLRQRIWKHVLWH7KHHOHFWULFDOFRPSDQ\ZDVIDFHGZLWK
ODUJH GDPDJHV ZKHQ WKH VLWH LW ZDV REOLJHG WR XVH IORRGHG SS ± 7KHVH
GHYHORSPHQWVZHUHQRWVXEMHFWWR633GXHWRH[HPSWLRQPDWHULDOFKDQJHRIXVH
DQGVDWHOOLWHSODQQLQJOHJLVODWLRQUHVSHFWLYHO\SS
7R LPSURYHFRQVLGHUDWLRQRI IORRGULVNIRUH[HPSWGHYHORSPHQW WKH ,QTXLU\VXJJHVWVD
QXPEHURIGLIIHUHQWPHDVXUHVGHSHQGLQJRQFLUFXPVWDQFH7KHVHLQFOXGHDPHQGPHQWV
WR OHJLVODWLRQ SSDSSOLFDWLRQRIDSSURSULDWH IORRGPLWLJDWLRQFRQGLWLRQV
IRU GHYHORSPHQWV XQDYRLGDEO\ ORFDWHG LQ IORRGSURQH DUHDV WKDW GRQ¶W UHO\ RQ KXPDQ
LQWHUYHQWLRQ DQG WKDW SURYLGH IOH[LEOH RSWLRQV SS± DQG LPSURYHG DGPLQLVWUDWLYH
SURFHVVHVVXFKDVFRPPXQLFDWLRQEHWZHHQDSSURYLQJDJHQFLHVDQGDVVHVVPHQWVWDII
ZLWKLQ DJHQFLHV GHYHORSPHQW RI WHPSODWHV DQG DVVHVVPHQW FULWHULD WKDW LQFOXGH IORRG
LPSURYHGXVHRIFULWHULDLHUHSRUWLQJDJDLQVWDOORIWKHPDQGFOHDUOLQHVRIUHVSRQVLELOLW\
IRUSHUVRQQHOLQYROYHGLQSURSRVDODVVHVVPHQWSS
6RPH GHYHORSPHQW VXFK DV WKDW UHODWLQJ WR WKH VHZHUDJH QHWZRUN LV DVVHVVDEOH
GHYHORSPHQWVXEMHFW WR WKH63$EXW LW LVDOVRVXEMHFW WRRWKHU OHJLVODWLRQVXFKDV WKH
3OXPELQJDQG'UDLQDJH$FW4OG7KHVWDQGDUGVVHWRXWLQWKH$FW¶V4XHHQVODQG
3OXPELQJ DQG:DVWHZDWHU &RGH GR QRW LQFOXGH DQ\ FULWHULD RU DQ\ PHQWLRQ RI IORRG
UHVLOLHQFH ,Q WKLVFDVHDPHQGPHQWRI WKHFRGH LVUHFRPPHQGHGS7KLV LVDOVR
UHOHYDQW WR WKH 633  FODXVH H[HPSWLQJ µPDWHULDO FKDQJH RI XVH WKDW LV FRGH
DVVHVVDEOH¶ DV LW VKRZV WKDW QRW DOO FRGHV LQFOXGH DGHTXDWH FRQVLGHUDWLRQ RI IORRG
S
0RVWGHYHORSPHQWLQ4XHHQVODQGLVDGPLQLVWHUHGWKURXJKWKH6XVWDLQDEOH3ODQQLQJ$FW
 4OG +RZHYHU WKHUH DUH VRPH RWKHU SODQQLQJ V\VWHPV WKDW RSHUDWH XQGHU
GLIIHUHQW OHJLVODWLRQ 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW SS ± 7KHVH VDWHOOLWH
SODQQLQJVFKHPHVSURYLGHIRUGHYHORSPHQWVXFKDVDIIRUGDEOHKRXVLQJWKHDLPEHLQJWR
H[SHGLWHDSSURYDORIGHYHORSPHQWDSSOLFDWLRQV OHJLVODWLRQJRYHUQLQJ WKHGHYHORSPHQW
RI D VSHFLILHG ULYHUVLGHDUHDRI%ULVEDQH VWDWHGHYHORSPHQWDUHDV ZKLFKFDQ LQFOXGH





WKH 63$ WKH\ DUH QRW UHTXLUHG WR FRPSO\ ZLWK 633  ZKLFK DGGUHVVHV IORRGLQJ
:KLOHHYLGHQFH IURP WKH UHSRUW VXJJHVWV WKDW LQSUDFWLFH VRPHFRQVLGHUDWLRQRI IORRG
ULVN LV JLYHQ E\ WKRVH DVVHVVLQJ GHYHORSPHQW DSSOLFDWLRQV LW LV YDULDEOH DQG QRW







JDS ZKLOH DPHQGLQJ D SODQQLQJ VFKHPH ZHUH VRPHWLPHV QRW VXIILFLHQWO\ ORQJ )RU
H[DPSOHDFRPSUHKHQVLYHIORRGVWXG\FDQWDNHWKUHH\HDUVWRDFKLHYH\HWDWHPSRUDU\
SODQQLQJ VFKHPH ZKLFK FRXOG WHPSRUDULO\ SUHYHQW IORRGSURQH ODQG IURP EHLQJ
GHYHORSHGSHQGLQJIORRGVWXG\FRPSOHWLRQZLOOH[SLUHDIWHUPRQWKVSS±
&RPSOH[LW\RIDSSURYDOSURFHVVHVIRUDPHQGLQJSODQQLQJVFKHPHVFDQEHDEDUULHU WR





LVVXHV IRU ORFDO JRYHUQPHQWV ZDQWLQJ WR DPHQG SODQQLQJ VFKHPHV 7KH UHYLHZ
UHFRPPHQGV WKDW WKH 9LFWRULDQ JRYHUQPHQW VKRXOG FRQWLQXH WR FRQVLGHU DXWRPDWLF
WHFKQLFDOXSGDWHVWRSODQQLQJVFKHPHVDVULVNLQIRUPDWLRQFKDQJHVS
µ&RPSHWLQJ SUHVVXUHV¶ FDQ EH DQ DGGLWLRQDO EDUULHU WR WKH DPHQGPHQW RI SODQQLQJ
VFKHPHV 7KH 9LFWRULDQ 5HYLHZ QRWHG WKDW SRSXODWLRQ LQFUHDVH OHDGV WR SUHVVXUHV WR
GHYHORS LQWR DUHDV RI KLJKHU ULVN DQG WKDW XSGDWHG ULVN DVVHVVPHQWV FDQ GHYDOXH
SURSHUW\RUPDNH LQVXUDQFHPRUHFRVWO\ SS+DPSHUHGE\D ODFNRI UHFRUG
NHHSLQJ WKH 4XHHQVODQG ,QTXLU\ FRXOG QRW H[DPLQH WKH URRW FDXVHV RI WKH IDLOXUH RI
%ULVEDQH¶VSODQQLQJVFKHPHDPHQGPHQWVWRDGHTXDWHO\UHIOHFW633S
7KH9LFWRULDQ5HYLHZ ORRNVDWDSSURSULDWHUHVSRQVLELOLWLHV LQ WKHGHYHORSPHQWDSSURYDO
SURFHVV$FFRUGLQJWRWKH3ODQQLQJDQG(QYLURQPHQW$FW9LFSODQQLQJSHUPLWVLQ
WKDWVWDWHKDYHWREHUHIHUUHGWRWKHUHOHYDQW&DWFKPHQW0DQDJHPHQW$XWKRULW\&0$LI




WHFKQLFDO H[SHUWLVH LQ IORRG PDQDJHPHQW DQG D ORQJWHUP XQGHUVWDQGLQJ RI IORRG ULVN
LPSOLFDWLRQV)XUWKHUPRUHXQOLNHFRXQFLOV&0$VDUHQRWVXEMHFWWRFRPSHWLQJSUHVVXUHV
IURP LQWHUHVW JURXSV DQG VKRUWWHUP HFRQRPLF JDLQV VXFK DV UDWHV LQFUHDVHV &XUUHQW
VWDWHSROLF\LQ9LFWRULDDLPVWRUHPRYHWKLVSRZHUIURP&0$V±QRWRQO\UHPRYLQJWKHLU
SRZHU WRUHIXVHGHYHORSPHQWEXWDOVRUHPRYLQJ WKHLUDELOLW\ WR LPSRVHFRQGLWLRQV$Q\
DGYLFH WKH\SURYLGHZLOO EHFRPHQRQELQGLQJ7KH UHYLHZ ILQGV WKDW WKLVZLOO µLQHYLWDEO\
OHDGWRSRRUIORRGSODQQLQJRXWFRPHV¶DQGUHFRPPHQGVWKDW&0$VUHWDLQWKHLUSRZHUV
SS7KH9LFWRULDQJRYHUQPHQWLVQRWSODQQLQJWRPDNHDIRUPDOUHVSRQVHWR
WKH UHSRUW +RZHYHU GLVFXVVLRQV DW WKH  )ORRG 0DQDJHPHQW $VVRFLDWLRQ
&RQIHUHQFHUHYHDOHGWKDWDOOEXWWKUHHRIWKHUHFRPPHQGDWLRQVKDGEHHQDFFHSWHG
2QH RI WKRVH QRW DFFHSWHG ZDV WKH UHFRPPHQGDWLRQ WKDW &0$V UHWDLQ WKHLU FXUUHQW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
SRZHUV 7KLV KDV EHHQ FRQILUPHG E\ WKH9LFWRULDQ0LQLVWHU IRU 3ROLFH DQG(PHUJHQF\
6HUYLFHV5\DQ

3HUKDSVEHFDXVHRI LWVUHVWULFWLYH WHUPVRI UHIHUHQFH WKH(15&,QTXLU\UHSRUWJRHV WR








%HVWSUDFWLFH IORRG PDQDJHPHQW SURFHVVHV FXUUHQWO\ XVHG LQ 9LFWRULD LQFOXGH WKH
(PHUJHQF\ 0DQDJHPHQW 0DQXDO 9LFWRULD DQG WKH  9LFWRULD )ORRG 0DQDJHPHQW
6WUDWHJ\ %RWK RI WKHVH VXSSRUW D SURDFWLYH SUHYHQWLRQ DSSURDFK WKDW VHHV ULVN




RI UROHV OLVWHG SS ± DQG LQYROYH ORFDO VWDNHKROGHUV YLD )ORRGSODLQ0DQDJHPHQW
$GYLVRU\&RPPLWWHHV&0$UROHVLQFOXGHRYHUVHHLQJIORRGSODLQPDQDJHPHQWVWUDWHJLHV
LQYROYHPHQWLQSODQQLQJVFKHPHVIORRGZDUQLQJVXSSRUWFRQVHUYDWLRQRIQDWXUDODVVHWV




ZRXOG DSSHDU WR EH D KLJKO\ DSSURSULDWH UROH IRU WKHP WR KDYH JLYHQ WKHLU ORQJWHUP
SHUVSHFWLYH DQG ZKROHRIFDWFKPHQW YLHZ 7KHLU YDOXH LQ SURYLGLQJ D ORQJWHUP
SHUVSHFWLYH±SDUWLFXODUO\JLYHQFOLPDWHFKDQJHSURMHFWLRQV±ZDVDSRLQWYROXQWHHUHGE\





7KH UHYLHZV LOOXVWUDWH PDQ\ LVVXHV ZLWK SODQQLQJ DQG GHYHORSPHQW OHJLVODWLRQ LQ
$XVWUDOLD ZKLFK UHVXOW LQ DG KRF FRQVLGHUDWLRQ RI IORRG ULVN DQG LPSOHPHQWDWLRQ RI
PLWLJDWLRQ PHDVXUHV 0RUHRYHU RQH RI $XVWUDOLD¶V EHVW PRGHOV IRU HQVXULQJ D PRUH
FRPSUHKHQVLYH DSSURDFK WR SODQQLQJ LV XQGHU WKUHDW 7KHVH LVVXHV FRPSURPLVH
DGDSWDWLRQWRIORRGLQJUHJDUGOHVVRIDQ\LQFUHDVHLQULVNWKDWFRPHVZLWKFOLPDWHFKDQJH
0DQ\ RI WKH OHJLVODWLYH JDSV DSSHDU WR LQFUHDVH WKH YXOQHUDELOLW\ RI JURXSV WKDW DUH
DOUHDG\ YXOQHUDEOH DQG FRPSURPLVH WKH UHVLOLHQFH RI HVVHQWLDO LQIUDVWUXFWXUH :KLOH
DSSURSULDWH OHJLVODWLRQ DQG LQVWUXPHQWV DOUHDG\ H[LVW WKH\ QHHG WR EH DPHQGHG WR
HQVXUH PRUH FRQVLVWHQW FRQVLGHUDWLRQ RI IORRG LQ WKH GHYHORSPHQW SURFHVV 7KH
DSSOLFDWLRQ RI OHJLVODWLRQ FDQ DOVR EH LPSURYHG WKURXJK LPSURYHG IORRG LQIRUPDWLRQ
DGPLQLVWUDWLYHSURFHVVHVDQGFOHDUDQGDSSURSULDWHUHVSRQVLELOLWLHVDQGDFFRXQWDELOLWLHV
)ORRGLQIRUPDWLRQ
$ SUHUHTXLVLWH IRU WKH DSSOLFDWLRQ RI SODQQLQJ OHJLVODWLRQ DQG LQVWUXPHQWV WKDW DGGUHVV
IORRG LV DFFXUDWH IORRG LQIRUPDWLRQ 8QOHVV LQIRUPDWLRQ H[LVWV DERXW IORRG ORFDWLRQ
OLNHOLKRRG DQG VHYHULW\ LW LV QRW SRVVLEOH WR DVVHVV ULVN RU SXW LQ SODFH DSSURSULDWH
SUHYHQWLRQRUPLWLJDWLRQPHDVXUHVVHHDOVRRQ/HJLVODWLYH)UDPHZRUNVHFWLRQDERYH,I
WKH IORRG YDULDEOHV DUH H[SHFWHG WR GHYLDWH GXH WR FOLPDWH FKDQJH LW LV LPSRUWDQW WR
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG




,QTXLU\ UHSRUW SS± LQ WKH%ULVEDQH5HYLHZ SDQG LQ WKH9LFWRULDQ5HYLHZ
SS±±±
)ORRGVWXGLHVDQDO\VHGLIIHUHQWUDLQIDOOVFHQDULRVDQGWKHVWUHDPIORZVH[SHFWHGWRUHVXOW
IURP WKHP K\GURORJ\ VWXGLHV DV ZHOO DV LGHQWLI\LQJ IORRG EHKDYLRXU LQ WHUPV RI IORZ
UDWH YHORFLW\ GHSWK DQG H[WHQW K\GUDXOLF VWXGLHV7KH\ FDQ LQFRUSRUDWH YDULRXV GDWD
VRXUFHVVXFKDVKLVWRULFDO IORRGGDWDVXUYH\VYHJHWDWLRQFRYHU ODQGXVH WRSRJUDSK\
ULYHUEHGPDSSLQJVHGLPHQWPRYHPHQWEHKDYLRXUDQGGDWDIURPZHDWKHUVWDWLRQV)ORRG
VWXGLHV XVXDOO\ DQDO\VH WKLV GDWD XVLQJ IORRG PRGHOV 0RGHOV FDQ WDNH DFFRXQW RI
QXPHURXVGLIIHUHQWYDULDEOHVVXFKDVZKHQDQGZKHUH UDLQ IDOOV LQ WKHFDWFKPHQW WKH
VRLOVDWXUDWLRQOHYHODQGGDPOHYHOVWLGHVSUHGLFWHGUDLQDQGHYHQWKHHIIHFWRIGLIIHUHQW












WKHP OHJLVODWLRQ WR UHJXODWH GHYHORSPHQW LQ IORRGSODLQV FDQQRW EH DSSOLHG 9LFWRULDQ
5HYLHZS4XHHQVODQG,QTXLU\ILQDOUHSRUWS
,Q9LFWRULDRIIORRGSODLQVDUHUHSRUWHGO\PDSSHGIRUDLQ\HDUHYHQWEXWRQO\
 RI WKHVH PDSSHG DUHDV DUH LQFRUSRUDWHG LQ SODQQLQJ VFKHPHV SS ± ,Q
4XHHQVODQGPRVWWRZQVDQGFLWLHVDUHEXLOWRQIORRGSODLQVS+RZHYHUDUHFHQW
UHYLHZRISODQQLQJVFKHPHVIRXQGWKDWRQO\RIVFKHPHVFRQWDLQHGDQ\IORRGUHODWHG







7KHUHDUHPDQ\EDUULHUV WRXQGHUWDNLQJ IORRGVWXGLHVDQG IORRGPDSSLQJ3RVVLEO\ WKH
PRVWVLJQLILFDQWLVVXHLVFRVW




/RFDO JRYHUQPHQW KDV WKH SULPDU\ UHVSRQVLELOLW\ IRU SURGXFLQJ IORRG VWXGLHV LQ
4XHHQVODQG DV FRXQFLOV JHQHUDOO\ KROG GHWDLOHG ORFDO LQIRUPDWLRQ DQGDUH WKH SULPDU\
XVHUV +RZHYHU WKH LQTXLU\ IRXQG WKDW JHQHUDOO\ ORFDO JRYHUQPHQWV GR QRW KDYH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
VXIILFLHQW IXQGV RU WHFKQLFDO UHVRXUFHV WR XQGHUWDNH IORRG VWXGLHV SS ± 
$FRPSUHKHQVLYHIORRGVWXG\SURSRVHGIRUWKH%ULVEDQH5LYHUFDWFKPHQWLVH[SHFWHGWR
WDNHWKUHH\HDUVWRFRPSOHWHDQGZLOOFRVW LQWKHµORZPLOOLRQV¶SZKLFKZRXOGEH
EH\RQG WKH FDSDFLW\ RI VRPH FRXQFLOV $ IXUWKHU LVVXH LV WKDW FDWFKPHQW ERXQGDULHV
DSSURSULDWHIRUIORRGVWXGLHVGRQRWFRLQFLGHZLWKORFDOJRYHUQPHQWERXQGDULHVS
7KH LQTXLU\ GLVFXVVHG WKH UROHV RI RWKHU OHYHOV RI JRYHUQPHQW IRU SURYLVLRQ RI IORRG
LQIRUPDWLRQ 7KURXJK *HRVFLHQFH $XVWUDOLD WKH &RPPRQZHDOWK SURYLGHV WRSRJUDSKLF
GDWDZKLFK UHGXFH FRVWV LQYROYHG LQ SURGXFLQJ IORRG VWXGLHV7KH LQTXLU\ DOVR VHHVD
FRRUGLQDWLRQ UROH IRU VWDWHJRYHUQPHQW LQYROYHPHQW LQFOXGLQJSURYLVLRQ RI IXQGLQJDQG
WHFKQLFDODVVLVWDQFHDQGSULRULWLVDWLRQRIDUHDVQHHGLQJIORRGVWXGLHVS&XUUHQWO\
'(50 UHYLHZV PDSSLQJ FRQWDLQHG LQ SODQQLQJ VFKHPHV WR YHULI\ ZKHWKHU LW KDV




VXFK DV QHZ IORRGSODLQ GHYHORSPHQW URDG RU OHYHH FRQVWUXFWLRQ IDUPLQJ V\VWHP
FKDQJHVRUPDMRUIORRGV7KHVHFDQDOOFKDQJHIXWXUHIORRGEHKDYLRXUDQGFDXVHH[LVWLQJ
IORRGLQIRUPDWLRQWREHFRPHXQUHOLDEOH+RZHYHUWKHUHLVQRUHTXLUHPHQWLQ9LFWRULDIRU
SHULRGLF XSGDWLQJ RI IORRG LQIRUPDWLRQ 7KH UHYLHZ VXJJHVWV OLQNLQJ XSGDWHV ZLWK
ODQGVFDSH FKDQJHV UDWKHU WKDQ VHWWLQJ WLPHIUDPHV S  7KH 4XHHQVODQG ,QTXLU\
FRQFXUV ILQGLQJ WKDW IORRGPDSSLQJFDQ UDSLGO\EHFRPHRXWGDWHGSDUWLFXODUO\ LQDUHDV
VXEMHFWWRKLJKSRSXODWLRQJURZWKSS
7KH 9LFWRULDQ 5HYLHZ UHFRPPHQGV PDSSLQJ VWDQGDUGV WR HQVXUH FRQVLVWHQW TXDOLW\
S 0XFK RI WKH IXQGLQJ IRU IORRG PDSSLQJ LQ WKDW VWDWH LV REWDLQHG WKURXJK WKH
&RPPRQZHDOWK JRYHUQPHQW %HLQJ H[WHUQDOO\ IXQGHG WKLV PDNHV LW GLIILFXOW WR DSSO\
XQLIRUPVWDQGDUGV7KH4XHHQVODQG,QTXLU\LVDOVRFRQFHUQHGZLWKTXDOLW\RILQIRUPDWLRQ
DQGUHFRPPHQGVDUHYLHZRIH[LVWLQJJXLGHOLQHVIRUIORRGVWXGLHVDQGIORRGPDSVS
%RWK UHYLHZV UHFRPPHQG WKH SURGXFWLRQ RI PDSV ZLWK D QXPEHU RI GLIIHUHQW IORRG
VFHQDULRVSDUWO\EHFDXVHIORRGSODLQVPDSSHGIRUDLQ\HDUHYHQWDUHRQO\XVHIXO






7KH 9LFWRULDQ 5HYLHZ QRWHV WKDW UHFHQW IORRG PDSSLQJ IXQGHG E\ WKH 9LFWRULDQ
JRYHUQPHQWLQFOXGHVPXOWLSOHIORRGOHYHOVS7KH4XHHQVODQG,QTXLU\UHFRPPHQGV
WKDWSODQQLQJFRQWUROVVKRXOGEHVHOHFWHGµKDYLQJUHJDUGWRWKHOLNHOLKRRGEHKDYLRXUDQG
FRQVHTXHQFHV RI WKH IXOO UDQJH RI SRVVLEOH IORRGV XS WR DQG LQFOXGLQJ WKH SUREDEOH
PD[LPXPIORRG¶S7KH,QTXLU\SURYLGHVDKLHUDUFK\RIIORRGPDSVUDWLQJDVKLJKHVW







7KH ,QTXLU\ UDWHV WKH 4XHHQVODQG 5HFRQVWUXFWLRQ $XWKRULW\ PDSV ORZ LQ LWV IORRG




DUHD LGHQWLILHG LPSRVHV D EXUGHQ RQ GHYHORSPHQW DSSOLFDQWV 7KH ,QTXLU\ GRHV QRW
DFNQRZOHGJHWKDWFXUUHQWOLNHOLKRRGYDOXHVPD\FHDVHWREHYDOLGDVDUHVXOWRIFOLPDWH
FKDQJH




LQIRUPDWLRQ S  $UJXDEO\ WKH XVH RI WKLV JHRORJLFDO LQIRUPDWLRQPHDQV WKDW WKHVH
PDSV SURYLGH D JRRG UHSUHVHQWDWLRQ RI SUREDEOHPD[LPXP IORRG OHYHOV 7KH ,QTXLU\¶V
UHVHUYDWLRQV DERXW WKH XVH RI WKH $XWKRULW\ PDSV VRPHZKDW FRQWUDGLFW LWV HDUOLHU
HQWKXVLDVPWRLGHQWLI\SUREDEOHPD[LPXPIORRGOHYHOVS
,Q KLV ERRN RQ H[WUHPH HYHQWV -RQDWKDQ 1RWW  ORRNV DW WKH DSSOLFDWLRQ RI WKH





FRXOG UHGXFH RXU YXOQHUDELOLW\ WR µXQSUHFHGHQWHG¶ IORRGV WKDW DUH PRUH OLNHO\ XQGHU
FOLPDWHFKDQJH8VLQJWKH$XWKRULW\¶VPDSVLQWKHDEVHQFHRIPRUHGHWDLOHGLQIRUPDWLRQ
ZRXOG HQDEOH D SUHFDXWLRQDU\ DSSURDFK WR GHYHORSPHQW WKDW ZRXOG DVVLVW FOLPDWH
FKDQJH DGDSWDWLRQ ORRVHQLQJ FRQWUROV DVPRUH LQIRUPDWLRQ FRPHV WR OLJKW UDWKHU WKDQ
LQFUHDVLQJO\ WLJKWHQLQJ WKHP0RUHRYHU UHVWULFWLQJ GHYHORSPHQW WR FRQVHUYDWLYH OHYHOV
PD\SURYLGHDQLQFHQWLYHWRLPSURYHWKHNQRZOHGJHEDVHWKURXJKIXQGLQJIORRGVWXGLHV




RIGLIIHUHQWPHDVXUHVDQGDFFHSWDELOLW\RI IORRG ULVN S%RWK WKH4XHHQVODQGDQG
9LFWRULDQ UHYLHZV IRXQG WKDW UHVRXUFLQJ IRU ORFDOJRYHUQPHQWV LQ WHUPVRI ILQDQFLDODQG
WHFKQLFDODELOLW\FRPSURPLVHGWKHLUDELOLW\WRXQGHUWDNHULVNDVVHVVPHQW7KH\IRXQGWKDW
JUHDWHUVXSSRUWZDVQHHGHGIURPVWDWHJRYHUQPHQWZKLFKFRXOGDOVRSURYLGHDVVLVWDQFH
E\ GHYHORSLQJ VWDQGDUGV DQG SURYLGLQJ FRRUGLQDWLRQ 4XHHQVODQG ,QTXLU\ S 
9LFWRULDQ5HYLHZS
$OO UHYLHZV LQFOXGLQJ WKH1DWXUDO'LVDVWHU ,QVXUDQFH5HYLHZ 1',5 UHFRPPHQG WKDW
IORRG ULVN LQIRUPDWLRQ VKRXOG EH SXEOLFO\ DYDLODEOH WR LPSURYH ULVN DVVHVVPHQW DQG
GHYHORSPHQWRXWFRPHV%ULVEDQH5HYLHZS1',5SS±4XHHQVODQG,QTXLU\
SS±7KH9LFWRULDQ5HYLHZ LVVRPHZKDWPRUHFDXWLRXVQRWLQJ WKDW ODQGYDOXHV
PD\GHFUHDVHEXWRWKHUZLVHVWURQJO\VXSSRUWV LPSURYHGFRPPXQLW\ LQIRUPDWLRQDERXW
ORFDO IORRG ULVNV LQ WKHFRQWH[WRI LPSURYLQJHPHUJHQF\ UHVSRQVH9LFWRULDQ5HYLHZS
  ± 7KH LQWHULP 4XHHQVODQG ,QTXLU\ QRWHV WKDW D VWDWHZLGH UHJLVWHU RI
4XHHQVODQG¶V QDWXUDO KD]DUGV LV FXUUHQWO\ EHLQJ GHYHORSHG WR HQVXUH D ULVN
PDQDJHPHQWDSSURDFK WRGLVDVWHUV SS ±7KH ILQDO4XHHQVODQG ,QTXLU\ UHSRUW
SS ± DQG WKH 1',5 S  ERWK UHFRPPHQG D FHQWUDO UHSRVLWRU\ IRU IORRG ULVN
LQIRUPDWLRQ7KHYDOXHRILPSURYHGULVNLQIRUPDWLRQLVGLVFXVVHGIXUWKHULQWKHFRPPXQLW\
UHVLOLHQFHVHFWLRQEHORZ
,VVXHV RI OLDELOLW\ ZHUH IRXQG WR EH D VLJQLILFDQW EDUULHU WR WKH SURYLVLRQ RI IORRG ULVN
LQIRUPDWLRQDQG LWV LQFRUSRUDWLRQ LQWRSODQQLQJVFKHPHVE\ ORFDOJRYHUQPHQW 9LFWRULDQ
5HYLHZS4XHHQVODQG,QTXLU\ILQDOUHSRUWSS±1',5S,QFOXVLRQRI
FOLPDWH FKDQJH LQIRUPDWLRQZDV D SDUWLFXODU LVVXH UDLVHG LQ ERWK WKH4XHHQVODQG DQG






JUHDWHU OHJDO SURYLVLRQ IRU FRPSHQVDWLRQ WKDQ RWKHUV IRU FRXQFLOV ZLVKLQJ WR DSSO\
GHYHORSPHQWFRQWUROV*LEEV	+LOO
7KH 1',5 ILQGV WKDW WKHUH LV D SRWHQWLDO OLDELOLW\ IRU WKH TXDOLW\ DQG DFFXUDF\ RI IORRG
LQIRUPDWLRQS ,QRQHFDVHUHSRUWHGE\ WKH4XHHQVODQG,QTXLU\DFRXQFLOGHFLGHG
QRWWRSURYLGHDQ\LQIRUPDWLRQRQKLVWRULFRUFXUUHQWIORRGLQJXQOHVVDQDSSOLFDWLRQZDV
PDGH XQGHU )UHHGRP RI ,QIRUPDWLRQ )R, OHJLVODWLRQ 4XHHQVODQG ,QTXLU\ S 
$UHFHQW SDSHU E\ (EXUQ DQG +DQGPHU  ILQGV WKDW WKH OLDELOLW\ ULVN RI SURYLGLQJ
IORRG ULVN LQIRUPDWLRQ LV YDVWO\RYHUVWDWHG DQG WKHUHDUH µQR FDVHVZKHUHDQ\RQHKDV
VXFFHVVIXOO\ VXHG D FRXQFLO IRU UHOHDVLQJ XS WR GDWH DFFXUDWH KD]DUG LQIRUPDWLRQ¶
5DWKHUFRXQFLOVIDFHOLDELOLW\IRUQRWVXSSO\LQJLQIRUPDWLRQDERXWNQRZQULVNV(EXUQDQG
+DQGPHU
7KH4XHHQVODQG ,QTXLU\ ILQGV LW LV LPSRUWDQW WKDWFRXQFLOVQRWEH LQKLELWHGE\VWDWXWRU\
OLDELOLW\ WR FRPSHQVDWLRQ IURP DGRSWLQJ DSSURSULDWH UHJXODWLRQV DQG SURYLGLQJ
LQIRUPDWLRQ ,WPDNHVQR IRUPDO UHFRPPHQGDWLRQRQ WKHVH LVVXHVEXWGLVFXVVHV16:
OHJLVODWLRQDVDSRVVLEOHVROXWLRQ6WDWXWRU\ LPPXQLW\ LVSURYLGHGE\VHFWLRQRI WKH
/RFDO *RYHUQPHQW $FW  16: UHFHQWO\ DPHQGHG WR LQFOXGH FOLPDWH FKDQJH
LQIRUPDWLRQ 7KH DSSOLFDWLRQ RI WKLV OHJLVODWLRQ LV FXUUHQWO\ EHLQJ LQYHVWLJDWHG E\ WKH









$GRSWLQJ D GHILQHG IORRG HYHQW ')( RU IORRG OHYHO LV D NH\ SODQQLQJ WRRO LQ ERWK
4XHHQVODQG DQG 9LFWRULD $FFRUGLQJ WR WKH 4XHHQVODQG ,QTXLU\ VWDWH SODQQLQJ
LQVWUXPHQW 633  ZKLFK DGGUHVVHV IORRG ULVN FDQQRW EH DSSOLHG XQOHVV SODQQLQJ
VFKHPHVDGRSWD')(*HQHUDOO\DLQ\HDUHYHQWLVDGRSWHG4XHHQVODQG,QTXLU\
ILQDO UHSRUW SS   9LFWRULDQ 5HYLHZ S  7KLV OHYHO LV QRW D FRPSXOVRU\
UHTXLUHPHQW LQ 4XHHQVODQG EXW LV LQFOXGHG LQ 9LFWRULD¶V:DWHU $FW  9LF DV D
PLQLPXPGHIDXOW WKDWDSSOLHV WR FDWFKPHQWPDQDJHPHQWDXWKRULWLHV7KHGHILQHG IORRG
HYHQWLVEDVHGRQDQKLVWRULFIORRGDQGLWLVXVHGWRGHWHUPLQHWKHOHYHORIIORRGKD]DUG
IRUDORFDWLRQDQGDQ\GHYHORSPHQWFRQWUROVWKDWQHHGWREHDSSOLHGWRPLWLJDWHULVN)RU





%ULVEDQH EDVHV LWV SODQQLQJ VFKHPH RQ SHDN IORRG OHYHOV UHDFKHG GXULQJ WKH 
IORRGV )URP WKLV LW KDV GHWHUPLQHG KDELWDEOH IORRU KHLJKW IRU UHVLGHQWLDO SURSHUWLHV
VLWXDWHG DORQJ WKH %ULVEDQH 5LYHU DV GHILQHG IORRG OHYHO ')/   PP IUHHERDUG
%ULVEDQH5HYLHZ SS ± ±$FFRUGLQJ WR WKH%ULVEDQH5HYLHZ WKH%ULVEDQH




VRPH VWXGLHV VXJJHVWLQJ WKH OHYHO VKRXOG EH FRQVLGHUDEO\ KLJKHU SS ±







WKHHIIHFWLYHQHVVRI WKH')/SODQQLQJ WRRO VHH/HJLVODWLYH)UDPHZRUNVHFWLRQDERYH
7KHUHSRUWPDNHVQRPHQWLRQRIFRPSOLDQFHZLWKWKHSRVW')/
2QHUHFRPPHQGDWLRQWRFRPHRXWRIWKH%ULVEDQH5HYLHZLVDOLIWLQJRIWKH')/WR
IORRG OHYHOV 5HVHWWLQJ WKH ')/ WR  IORRG OHYHOV VHHPV UHDVRQDEOH DV DQ LQWHULP
PHDVXUH+RZHYHU WKLV UHFRPPHQGDWLRQ GRHV QRW DOORZ IRU WKH SRVVLELOLW\ RI D IXWXUH
µPXOWLSOH HYHQW¶ VFHQDULR 7KH UHYLHZ QRWHV WKDW WKH  DQG  IORRG HYHQWV KDG
GLIIHUHQW FDXVHV ,Q WKH  IORRG ORFDO UDLQ RYHU %ULVEDQH FDXVHG H[WHQVLYH IODVK
IORRGLQJDQG WKH%ULVEDQH5LYHUFDXVHGVHFRQGDU\ IORRGLQJ ,Q WKHPRUHVHYHUH




GHYHORSPHQW SODQQLQJ 7KH %ULVEDQH 5HYLHZ HQGRUVHV D )ORRG 7DVNIRUFH
UHFRPPHQGDWLRQ WKDW IORRGLQJ XS WR WKHPRVW H[WUHPH HYHQW VKRXOG EH FRQVLGHUHG ,W
VXSSRUWV D ULVNPDQDJHPHQW DSSURDFK LQ OLQH ZLWK WKH 1DWLRQDO )ORRG 5LVN $GYLVRU\
*URXS1)5$*JXLGHOLQHVS7KH4XHHQVODQG,QTXLU\VLPLODUO\ILQGVWKDWWKHIRFXV
RQDVLQJOHGHILQHGIORRGHYHQWLVLQVXIILFLHQW
5HVWULFWLQJGHYHORSPHQWZLWKLQ WKHH[WHQWRI WKH> LQ\HDU@ IORRGZLOO
PDQDJHDSRUWLRQRI WKH ULVNEXW LWGRHVQRWGHDOZLWK WKH ULVNRI IORRGV
WKDW DUH OHVV IUHTXHQW EXW PRUH VHYHUH RU WKRVH WKDW ZLOO RFFXU PRUH
RIWHQEXWZLWKOHVVGDPDJLQJFRQVHTXHQFHV,QVWHDGWKHYDULRXVDUHDVWR
ZKLFK SODQQLQJ FRQWUROV DSSO\ VKRXOG EH VHOHFWHG KDYLQJ UHJDUG WR WKH
OLNHOLKRRG EHKDYLRXU DQG FRQVHTXHQFHV RI WKH IXOO UDQJH RI SRVVLEOH




+RZHYHUDWRQHSRLQW WKH4XHHQVODQG ,QTXLU\FRQWHPSODWHVDFFHSWLQJ ORZHUKDELWDEOH
IORRU OHYHOV IRU UHVLGHQWLDO DUHDV ± IRU H[DPSOH DW WKH  LQ  \HDU IORRG OHYHO ±
GHSHQGLQJ RQ WKH FRPPXQLW\¶VZLOOLQJQHVV WR DFFHSW ULVN SS±7KHTXHVWLRQ RI
ZKREHDUVWKHFRVWRIWKDWULVN±EHLWLQVXUDQFHFRPSDQLHVFKDULWLHVWD[SD\HUVRUIXWXUH
JHQHUDWLRQV±LVQRWGLVFXVVHGE\WKH,QTXLU\$UHFHQWGHFLVLRQE\6XQFRUSWRQRWLQVXUH
HQWLUH WRZQV IRU IORRG ULVN XQOHVV PLWLJDWLRQ PHDVXUHV DUH XQGHUWDNHQ LQGLFDWHV WKDW
LQVXUDQFHFRPSDQLHVDWOHDVWDUHQRWZLOOLQJWREHDUWKDWFRVW-DERXU$FFHSWLQJ
ORZHU IORRU OHYHOV VHHPV PDODGDSWLYH LI OHVVHU IORRGV DUH H[SHFWHG WR LQFUHDVH LQ
IUHTXHQF\ DQG LI WKH QXPEHU RI ODUJH IORRGV LV H[SHFWHG WR LQFUHDVH D SRVVLELOLW\ WKH
,QTXLU\GRHVQRWDFNQRZOHGJHZKHQGLVFXVVLQJWKLVLVVXH
7KH 9LFWRULDQ 5HYLHZ FURVVUHIHUHQFLQJ ILQGLQJV LQ WKH 1HWKHUODQGV DQG WKH 8QLWHG
.LQJGRP ILQGV WKDW WKH  LQ  \HDU HYHQW OHYHO LV LQVXIILFLHQW SDUWLFXODUO\ IRU








UHYLHZV DSSHDUV WR FRQWHPSODWH WKH SRVVLELOLW\ WKDW ZHDWKHU SDWWHUQV XQGHU FOLPDWH
FKDQJH DUH XQOLNHO\ WR UHPDLQ VWDWLRQDU\ DQG WKXV OLNHOLKRRG YDOXHV PD\ FKDQJH
$SDUWLFXODUO\ QRWDEOH RPLVVLRQ LV LQ WKH 4XHHQVODQG ,QTXLU\¶V GLVFXVVLRQ RQ IORRG
PDSSLQJ SS ± HYHQ WKRXJK WKLV LVVXH LV ZHOO UHFRJQLVHG E\ ZDWHU UHVRXUFH






7KH ,QTXLU\ DOVR UHFHLYHG HYLGHQFH IURP 1RUWK %XUQHWW 5HJLRQDO &RXQFLO DERXW D
FRPPLVVLRQHG IORRG VWXG\ DLPLQJ WR LQFRUSRUDWH FOLPDWH FKDQJH LQWR LWV IORRG ULVN
PDQDJHPHQWIUDPHZRUNDQGLWV')(+RZHYHUWKHFRXQFLOUHSRUWHGO\KDVUHVHUYDWLRQV
DERXWDGRSWLQJDFOLPDWHFKDQJHIDFWRURIDQGLVORRNLQJDWKRZEHVWWRSUHVHQWWKLV
LQIRUPDWLRQ LQ LWVSODQQLQJVFKHPHS7KHUHVXOWVRI WKH1RUWK%XUQHWWVWXG\DUH
SXEOLVKHGLQWKH4XHHQVODQG,QODQG)ORRG5HYLHZ,WVXJJHVWVDFOLPDWHFKDQJHIDFWRURI
 SHU GHJUHH RI JOREDO ZDUPLQJ EH DSSOLHG WR UDLQIDOO GHSWKV DQG WKDW ORFDO
JRYHUQPHQWVXVHWKHIROORZLQJSURMHFWLRQV LQ WKHLU IORRGVWXGLHVSHQGLQJXSGDWHRI WKH




ZLWK UHVSHFW WR GURXJKW RU IORRG ULVN LV WR  FDOFXODWH H[LVWLQJ ULVN LH XQGHU D
VWDWLRQDULW\DVVXPSWLRQTXDQWLI\KRZWKDWULVNLVHOHYDWHGRUVXSSUHVVHGE\GLIIHUHQW
QDWXUDOFOLPDWHGULYHUVHJGLIIHUHQWHSRFKVRI WKH(162F\FOHDQGWKHQTXDQWLI\
KRZ WKRVH GULYHUV DQG DVVRFLDWHG LPSDFWV PLJKW FKDQJH LQ WKH IXWXUH XQGHU
DQWKURSRJHQLFFOLPDWHFKDQJHDQGIURPWKHUHGHWHUPLQHWKHSRVVLEOHFKDQJHVWRIORRG
ULVN ,Q WKLV ZD\ WKH DSSURDFK IRFXVHV RQ ERWK QDWXUDO YDULDELOLW\ DQG SRWHQWLDO
DQWKURSRJHQLF FOLPDWH FKDQJH JLYHQ WKDW ERWK K\GURFOLPDWLF GULYHUV QHHG WR EH
FRQVLGHUHGWRJHWKHU(QJLQHHU$XVWUDOLD¶V$XVWUDOLDQ5DLQIDOODQG5XQRII$5	5 LV WKH
GHIDFWRVWDQGDUGIRUIORRGHVWLPDWLRQLQ$XVWUDOLDDQGLVFXUUHQWO\XQGHUJRLQJH[WHQVLYH




DO  SURSRVH KLJKHU UHVROXWLRQ PRUH ORFDOLVHG PRGHOOLQJ LQFRUSRUDWLQJ D ZLGH
UDQJH RI LQIRUPDWLRQ FRXSOHG ZLWK LPSURYHG LQIRUPDWLRQ WUDQVIHU LQ ERWK GLUHFWLRQV
EHWZHHQZDWHUPDQDJHUVDQGFOLPDWHVFLHQWLVWV7KLVPHDVXUHZRXOGPDNHLQIRUPDWLRQ
PRUHORFDOO\UHOHYDQWDQGGHFUHDVHXQFHUWDLQW\7KHQHHGWRGRZQVFDOHFOLPDWHFKDQJH
IORRG LQIRUPDWLRQ WR WKH FDWFKPHQW OHYHO LV DQ LVVXH WKDW KDV EHHQ LGHQWLILHG E\ WKLV
SURMHFW¶VHQGXVHUVFRPPLWWHHDQGLWKDVDOVREHHQLGHQWLILHGDVDNH\LVVXHLQDUHFHQW
3URGXFWLYLW\ &RPPLVVLRQ UHSRUW RQ EDUULHUV WR HIIHFWLYH FOLPDWH FKDQJH DGDSWDWLRQ
3URGXFWLYLW\ &RPPLVVLRQ  7KH UHDVRQZK\ LQIRUPDWLRQ RQ WKH HIIHFW RI FOLPDWH
FKDQJHQHHGVWREHORFDOLVHGLVWKDWWKHGHJUHHWRZKLFKIORRGLQJLVZRUVHQHGZLOOYDU\
IURPFDWFKPHQWWRFDWFKPHQW7RLOOXVWUDWHWKLVGHSHQGLQJRQFDWFKPHQWFKDUDFWHULVWLFV




\HDU IORRGDQGD LQ\HDU IORRGFDQEH MXVWD IHZFHQWLPHWUHV LQGHSWK WKRXJK LW
PD\ KDYH JUHDWHU H[WHQWZKHUHDV IRU RWKHU FDWFKPHQWV WKH GLIIHUHQFHPD\ EHPDQ\
PHWUHV7KLV LOOXVWUDWHVWKHGDQJHUVRIUHO\LQJRQDSODQQLQJVWDQGDUGVXFKDVWKHLQ




MRLQW SURMHFW XQGHUWDNHQ E\ WKH 4XHHQVODQG /RFDO *RYHUQPHQW $VVRFLDWLRQ DQG VWDWH
JRYHUQPHQW DJHQFLHV SURYLGHG D FOLPDWH FKDQJH IDFWRU IRU LQFUHDVHG UDLQIDOO LQWHQVLW\






LQ WKH V 7KH ORZO\LQJ QRUWKHUQ IORRGSODLQ ZDV WKH ILUVW DUHD WR EH




,Q WKHV IROORZLQJDSHULRGRI VXFFHVVLYH IORRGV LQ WKHVDEODQNHW
EDQZDVSODFHGRQGHYHORSPHQWLQ1RUWK:DJJDZKLOHDLQ\HDUOHYHH
ZDVEXLOWWRSURWHFW&HQWUDO:DJJD7KLVUHVXOWHGLQSURSHUW\YDOXHVLQ&HQWUDO
:DJJD LQFUHDVLQJ ZKLOH 1RUWK :DJJD YDOXHV GHFUHDVHG 'HVSLWH WKH EDQ
\HDUV ODWHU WKHUH KDG EHHQ QR DSSUHFLDEOH GHFUHDVH LQ WKH QXPEHU RI
UHVLGHQFHVLQ1RUWK:DJJD7KLVZDVDQLQHTXLWDEOHVROXWLRQZKLFKGLGQRWKLQJ
WRUHGXFHWKHIORRGULVNVIRU1RUWK:DJJDUHVLGHQWV
3URYLVLRQV ZHUH DPHQGHG LQ  DV SDUW RI D FRPSURPLVH QHJRWLDWHG E\
FRXQFLOZLWKWKH16:'HSDUWPHQWRI3ODQQLQJ$VSDUWRIWKLVDJUHHPHQWDLQ
\HDUOHYHHZDVEXLOWLQWRSURWHFW1RUWK:DJJDDJDLQVWPRVWIUHTXHQW
IORRGLQJ 8QGHU WKH UHYLVHG GHYHORSPHQW SURYLVLRQV QHZ GHYHORSPHQW
FRQWLQXHV WR EH SURKLELWHG +RZHYHU SURSHUW\ LV DOORZHG WR EH UHEXLOW LI LW LV
GHVWUR\HGE\IORRGSURYLGHGLWPHHWVQHZIORRGUHVLOLHQFHVWDQGDUGVLQWHUPVRI
VWUHQJWKDQGKHLJKW)RUUHVLGHQWLDOSURSHUWLHVIORRUOHYHOVDUHUHTXLUHGWREHDW
WKH  LQ  \HDU IORRG OHYHO SOXV PP IUHHERDUG 7KXV UHEXLOG KHLJKW
SURYLGHVVLJQLILFDQWO\EHWWHUSURWHFWLRQIRUSURSHUW\WKDQWKHLQ\HDU OHYHH
ZKLFKFRXOGSRWHQWLDOO\EHUHQGHUHGUHGXQGDQWLQWKHIXWXUH/LPLWHGLQFUHDVHRI
IORRU VSDFH RI XS WR P DW WKH H[LVWLQJ OHYHO LV SHUPLWWHG XVLQJ IORRG
FRPSDWLEOHPDWHULDOV
7KH&RXQFLOHQVXUHVWKHDYDLODELOLW\RIIORRGULVNLQIRUPDWLRQE\LQFOXGLQJGHWDLOV
RQ WKH SURSHUW\¶V 6 FHUWLILFDWH 5HWURILWWLQJ RI IORRGSURQH SURSHUWLHV E\
PHDQVVXFKDVKRXVHUDLVLQJLVDOVRHQFRXUDJHGDQGGHYHORSPHQWDSSOLFDWLRQ
IHHVDUHQRWFKDUJHG7KURXJK WKLVFRPELQDWLRQRIPHDVXUHV LW LVKRSHG WKDW
WKHULVNVRIIORRGLQJIRU1RUWK:DJJDUHVLGHQWVZLOOEHUHGXFHGRYHUWLPH
6RXUFHV $VNHZ  :DJJD :DJJD &LW\ &RXQFLO  $GULDQ 6WDQGHU 6HQLRU 7RZQ
3ODQQHU:DJJD:DJJD&LW\&RXQFLO
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
2WKHU DGDSWDWLRQ PHDVXUHV WR DGGUHVV QRQVWDWLRQDULW\ KDYH EHHQ VXJJHVWHG E\ /HH
*RGGHQDQG$QWKRQ\.XQJ7KHLUSDSHURQ UHJXODWRU\DQGSODQQLQJ ODZVXJJHVWV WKDW
PHDVXUHV LQ WKHVH DUHDV FRXOG GR PXFK WR HQFRXUDJH DXWRQRPRXV DQG SULYDWH
DGDSWDWLRQ 7KH\ UHFRPPHQG XVH RI LQFHQWLYHV DQG FRPPXQLW\ HQJDJHPHQW $Q
H[DPSOHRIWKHXVHRILQFHQWLYHVLVJLYHQLQWKHILQDO4XHHQVODQG,QTXLU\UHSRUWZKHUHD
ORZHU OHYHO RI GHYHORSPHQWDVVHVVPHQW LV UHTXLUHG IRU FHUWDLQ W\SHVRIQRQUHVLGHQWLDO
GHYHORSPHQW DSSOLFDWLRQV WR HQDEOH WUDQVLWLRQ RI H[LVWLQJ UHVLGHQWLDO DUHDV WR ORZHU
LPSDFWXVHVSS±5HJDUGLQJSODQQLQJFRQWUROV*RGGHQDQG.XQJUHFRPPHQGD
UHDVVHVVPHQWRI µZKHWKHU WKH LQ IORRGHYHQWGDWXPVKRXOG UHPDLQ WKH VWDQGDUG
EDVLVIRUIORRGULVNGHPDUFDWLRQLQZDWHUODZDQGUHOHYDQWSODQQLQJODZV¶7KHLUUHVHDUFK
VXJJHVWV WKH 9LFWRULDQ FRDVWDO VWUDWHJLF SODQQLQJ IUDPHZRUN LQFOXGLQJ WKH XVH RI





DQG GHVLJQ FDQ EH XVHG WR LPSURYH IORRG UHVLOLHQFH DQG FDQ VLJQLILFDQWO\ UHGXFH
GDPDJHVDQGHQDEOHUDSLGFOHDQXSDQGUHFRYHU\7KLVLVDXVHIXODGDSWDWLRQPHDVXUH
IRUFOLPDWHFKDQJHDV LWFDQPLWLJDWHPRUHIUHTXHQWVPDOO IORRGLQJDVZHOODVH[WUHPH
IORRG HYHQWV 6RPH PHDVXUHV FDQ EH UHWURILWWHG WR H[LVWLQJ SURSHUWLHV ZKLFK FRXOG
XVHIXOO\ EH DSSOLHG WR SURSHUWLHV DIIHFWHG E\ FKDQJLQJ SDWWHUQV RI IORRG H[WHQW DQG
ORFDWLRQ
%XLOGLQJFRGHVDQGVWDQGDUGV
1DWLRQDO EXLOGLQJ VWDQGDUGV DUH VHW WKURXJK WKH %XLOGLQJ &RGH RI $XVWUDOLD &XUUHQWO\
WKHUHDUHQRQDWLRQDOVWDQGDUGVIRUEXLOGLQJLQIORRGSURQHDUHDVWKRXJKWKH$XVWUDOLDQ
%XLOGLQJ&RGHV%RDUG LV LQ WKH SURFHVVRI GHYHORSLQJRQH IRU UHVLGHQWLDO GHYHORSPHQW
9LFWRULDQ5HYLHZS4XHHQVODQG,QTXLU\S
$V ZHOO DV QDWLRQDO VWDQGDUGV EXLOGLQJ FRQVWUXFWLRQ LQ 9LFWRULD LV UHJXODWHG E\ WKH
%XLOGLQJ$FW  9LF DQG%XLOGLQJ5HJXODWLRQV  9LF RI ZKLFK RQH UHJXODWLRQ
UHODWHVWRIORRG+RZHYHUWKHRQO\GHVLJQDVSHFWWKDWFDQEHVSHFLILHGWKURXJKWKLV
UHJXODWLRQ LV IORRU KHLJKW 7KH UHJXODWLRQ GRHV QRW LQFOXGH IORRGUHVLOLHQW PDWHULDOV RU
RWKHUGHVLJQIHDWXUHV
4XHHQVODQG¶V VWDWH EXLOGLQJ VWDQGDUGV DUH UHJXODWHG E\ WKH4XHHQVODQG'HYHORSPHQW
&RGH DQG %XLOGLQJ 5HJXODWLRQ  4OG 7KH &RGH GRHV QRW LQFOXGH UHJXODWLRQ RI
EXLOGLQJ FRQVWUXFWLRQ LQ DUHDV DW ULVN RI IORRGLQJ 7KH JRYHUQPHQW LV GUDIWLQJ D QHZ
PDQGDWRU\SDUWWRWKHFRGH3DUWµ&RQVWUXFWLRQRI%XLOGLQJVLQ)ORRG+D]DUG$UHDV¶





FDUULHG RXW WKH UHTXLUHG IORRG DQDO\VLV SS ± 7KLV VHHPV DW RGGVZLWK DQ HDUOLHU
4XHHQVODQG ,QTXLU\ UHFRPPHQGDWLRQ WKDW DSSOLFDQWV VKRXOG EH UHVSRQVLEOH IRU VXSSO\LQJ
LQIRUPDWLRQ WR HQDEOH DVVHVVPHQW RI IORRG ULVN IRU DUHDV ZKHUH OLNHOLKRRG RI IORRGLQJ LV
XQNQRZQ S:KHWKHU LW LVDGYLVDEOH WR IDFLOLWDWHGHYHORSPHQWRIGHVLJQDWHGD IORRG
KD]DUGODQGLQWKLVZD\LVDIXQGDPHQWDOLVVXH$PRUHSUHFDXWLRQDU\DSSURDFKZRXOGEHWR
UHTXLUH WKDW DOO ODQG WKDW KDV D SRWHQWLDO IORRG ULVN EH VXEMHFW WR VLWHEDVHG IORRG VWXGLHV
EHIRUHGHYHORSPHQWDSSURYDO LVJLYHQ IRU UHJDUGOHVVRIZKHWKHUVXFK LQIRUPDWLRQDOUHDG\
H[LVWVRUZKRVKRXOGEHDUWKHFRVW
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
$V SHU GHYHORSPHQW SODQQLQJ OHJLVODWLRQ EXLOGLQJ FRGHV RQO\ DSSO\ LI IORRG KD]DUG DUHDV
KDYH EHHQ GHVLJQDWHG DOWKRXJK 9LFWRULD KDV PRUH IOH[LELOLW\ LQ WKDW WKH ORFDO SODQQLQJ
VFKHPH LVQRW WKHRQO\PHFKDQLVPE\ZKLFK IORRGSURQH ODQGFDQEH LGHQWLILHG 9LFWRULDQ
5HYLHZSS4XHHQVODQG,QTXLU\S
7KH 9LFWRULDQ 5HYLHZ VWURQJO\ VXSSRUWV WKH DGRSWLRQ RI FRQVWUXFWLRQ VWDQGDUGV IRU IORRG
UHVLVWDQWPDWHULDOVDQGGHVLJQSS+RZHYHUWKH4XHHQVODQG,QTXLU\LVFDXWLRXV
DERXW WKH DGGLWLRQDO FRVWV DQG DIIRUGDELOLW\ LPSOLFDWLRQV RI DGRSWLQJ SUHVFULEHGPLWLJDWLRQ
PHDVXUHVSS:KLOHQRWGLVFXVVHGLQWKHUHYLHZVLQFHQWLYHVVXFKDVLPSURYHG
LQVXUDQFHSUHPLXPDIIRUGDELOLW\ IRUSURSHUWLHV WKDWKDYH LPSOHPHQWHGPLWLJDWLRQPHDVXUHV
FRXOGHQFRXUDJHLPSURYHGFRQVWUXFWLRQVWDQGDUGV1',5S
7KH4XHHQVODQG,QTXLU\ORRNHGDWWKHVXLWDELOLW\RIYDULRXVGLIIHUHQWW\SHVRIGHYHORSPHQWRQ





EHWWHU IORRG UHVLVWDQFH 4XHHQVODQG5HFRQVWUXFWLRQ $XWKRULW\ D E4XHHQVODQG
*RYHUQPHQWG
$ SDUWLFXODU LVVXH GXULQJ WKH IORRGV ZDV WKH YXOQHUDELOLW\ RI KLJKULVH EXLOGLQJV ZLWK
EDVHPHQWV2QH UHDVRQ IRU WKLV YXOQHUDELOLW\ ZDV WKDWPDFKLQHU\ IRU EXLOGLQJ VHUYLFHV
VXFKDVOLIWVOLJKWLQJYHQWLODWLRQDQGHPHUJHQF\HOHFWULFLW\JHQHUDWRUVLVRIWHQORFDWHGLQ
EDVHPHQWV7KLVPHDQWWKDWVRPHEXLOGLQJVZHUHXQDEOHWREHRFFXSLHGIRUORQJSHULRGV
DIWHU WKH IORRG %DVHPHQWV ZHUH DOVR IRXQG WR EH FRVWO\ WR FOHDQ XS DIWHU WKH HYHQW
%ULVEDQH 5HYLHZ SS   $W WKH WLPH WKH %ULVEDQH 5HYLHZ ZDV ZULWWHQ WKH
SURWHFWLRQ RI WKHVH VHUYLFHV ZDV QRW VXSSRUWHG E\ EXLOGLQJ UHJXODWLRQV WKRXJK
VXEVHTXHQW WR WKH IORRG FRXQFLO GHFLGHG WR GHYHORS D QHZ &RGH IRU %DVHPHQWV DQG
%XLOGLQJ6HUYLFHV7KH UHYLHZSURSRVHV IORRGUHVLOLHQW GHVLJQDQG WKHXVHRI EDFNIORZ
GHYLFHV WR SUHYHQW EDVHPHQW IORRGLQJ S  7KH ILQDO 4XHHQVODQG ,QTXLU\ DOVR











VLJQDOOLQJ LQDGHTXDWH FRQVLGHUDWLRQ RI IORRG ULVN 6LWLQJ RI VXFK IDFLOLWLHV RXW RI IORRG
]RQHVZDV VHHQ DV LPSUDFWLFDO EHFDXVH FRQILQLQJ VXFK HQWHUSULVHV WRPRUH YDOXDEOH
ODQGZRXOGLQFUHDVHPDQXIDFWXULQJFRVWVDQGLPSDFWRQFRPSHWLWLYHQHVV'HVLJQRSWLRQV
LQFOXGH VWRULQJ JRRGV LQ LPSHUYLRXV FRQWDLQHUV WKDW DUH XQDEOH WR EH VKLIWHG E\








0DLQWDLQLQJ WHOHFRPPXQLFDWLRQV LV YHU\ LPSRUWDQW GXULQJ GLVDVWHUV WR H[FKDQJH
LQIRUPDWLRQ DQG FRRUGLQDWH UHVSRQVH DQG LW LV LPSRUWDQW WR HQVXUH WKH\ DUH DEOH WR
FRQWLQXH WR IXQFWLRQGXULQJ VXFKHYHQWV 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW SS ±
'LVFXVVLRQV UHODWLQJ WR WHOHFRPPXQLFDWLRQV LQ WKH 9LFWRULDQ DQG %ULVEDQH5HYLHZV GR
QRW DGGUHVV VLWLQJ RU GHVLJQ WKRXJK DOO UHYLHZV UHLQIRUFH WKH LPSRUWDQFH RI
WHOHFRPPXQLFDWLRQV GXULQJ HPHUJHQF\ UHVSRQVH 6HH DOVR µHVVHQWLDO VHUYLFHV¶ LQ WKH
HPHUJHQF\UHVSRQVHVHFWLRQ
7HOHFRPPXQLFDWLRQV LQIUDVWUXFWXUH WKDW LV µORZ LPSDFW¶ WHPSRUDU\RUGHIHQFHUHODWHG LV









7KH ,QTXLU\ OLVWV VRPHGHVLJQDQGVLWLQJPHDVXUHVXQGHUWDNHQE\ WHOHFRPPXQLFDWLRQV









SULRULWLHV FDQ DOVR FRPSURPLVH VLWLQJ RI HOHFWULFLW\ DVVHWV S 0HDVXUHV WKDW FDQ
KHOSWRDGGUHVVWKLVLQFOXGHDSSURSULDWHGHVLJQPHDVXUHVUHYLVLRQRILQGXVWU\VWDQGDUGV
LQFOXVLRQ RI DVVHVVPHQW FULWHULD LQ PRGHO IORRG SODQQLQJ FRQWUROV DQG OHJLVODWLYH
DPHQGPHQWSS±
:KHQ IORRGV WKUHDWHQ HOHFWULFLW\ VHUYLFHV DUH RIWHQ GLVFRQQHFWHG DV D SUHHPSWLYH
PHDVXUHWRSUHYHQWGDQJHUWRSHRSOHIURPHOHFWULFVKRFNDQGWRSUHYHQWFRVWO\GDPDJH
WR LQIUDVWUXFWXUH 7KLV FDQ FXW HOHFWULFLW\ VXSSO\ WR SHRSOH QRW DIIHFWHG E\ IORRGLQJ LI





ZLWK LQFUHDVHG PDJQLWXGH RI IORRGV DQG PD\ DOVR VXVWDLQ GDPDJH PRUH IUHTXHQWO\
LQFUHDVLQJUHFRYHU\FRVWV7KHIROORZLQJLVDQH[WUDFWIURPDUHSRUWE\0HOERXUQH:DWHU
7KLV FKDQJH LQ UDLQIDOO LQWHQVLWLHV PD\ KDYH VLJQLILFDQW LPSOLFDWLRQV RQ IXWXUH
SODQQLQJ PDQDJHPHQW DQG LQIUDVWUXFWXUH )RU LQVWDQFH GUDLQDJH LQIUDVWUXFWXUH
GHVLJQHGWRWKH LQ\HDUVWDQGDUGPD\EHRYHUZKHOPHGRQDYHUDJHDW OHDVW
RQFH HYHU\  \HDUV E\  LQ VPDOOHU XUEDQ FDWFKPHQWV 3HGUXFR DQG
:DWNLQVRQS
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
,QFUHDVLQJ UDLQIDOO LQWHQVLW\ LV RQO\ RQH IDFWRU DIIHFWLQJ WKH FDSDFLW\ RI GUDLQDJH
LQIUDVWUXFWXUH)RUFRDVWDOVHWWOHPHQWVULVLQJVHDOHYHOVZLOOEHDQDGGHGFRPSOLFDWLRQLI
KLJK WLGHV FDXVH VWRUP RXWOHWV WR VXEPHUJH 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW S 
$QRWKHU IDFWRU LV SRSXODWLRQ GHQVLW\ ZKLFK KDV LQFUHDVHG EH\RQG WKDW RULJLQDOO\
DQWLFLSDWHG ZKHQ VWRUPZDWHU LQIUDVWUXFWXUH ZDV EXLOW S  $V SRSXODWLRQV DUH
SURMHFWHGWRLQFUHDVHWKLVZLOOFRQWLQXHWREHDQLVVXH
7KH 4XHHQVODQG ,QTXLU\ SURYLGHV GHWDLOV DERXW KRZ VWRUPZDWHU V\VWHPV ZRUN ZLWK
XQGHUJURXQGSLSHV\VWHPVJHQHUDOO\GHVLJQHGWRFRSHZLWKIUHTXHQWPLQRUVWRUPVZLWKDQ
DYHUDJH UHFXUUHQFH LQWHUYDORIEHWZHHQ WZRDQG\HDUV6WRUPVRIJUHDWHUPDJQLWXGH




SDWKVEHPDSSHGVR WKH\FDQEHFRQVLGHUHG LQ UHODWLRQ WRQHZGHYHORSPHQW+RZHYHU
WKHUHDUHFRVWDQGH[SHUWLVHLVVXHVIRUVRPHFRXQFLOVSS±






FDXWLRXV DERXW WKH XVH RI EDFNIORZ SUHYHQWLRQ GHYLFHV LQ EDVHPHQWV SS 
%DFNIORZSUHYHQWLRQGHYLFHVZHUHVHHQDVDQRSWLRQIRUVWRUPZDWHUGUDLQVDWKLJKULVNRI
IORRGLQJEXWWKHUHSRUWDJUHHGZLWKWKH%ULVEDQH5HYLHZUHJDUGLQJRQJRLQJPDLQWHQDQFH
LVVXHV VWDWLQJ WKDW XVH RI EDFNIORZ SUHYHQWLRQ GHYLFHV VKRXOG EH FRQWLQJHQW RQ ULVN
DVVHVVPHQW S  2WKHU RSWLRQV LQFOXGHG KLJKHU KDELWDEOH IORRU OHYHOV DQG
FRQVWUXFWLRQRIVWRUPZDWHURXWOHWVDWKLJKHU OHYHOV QRWLQJ WKDWDVV\VWHPVDUHJUDYLW\
EDVHGWKHUHZHUHOLPLWDWLRQVWRWKLVODWWHURSWLRQ
7KHILQDO4XHHQVODQG ,QTXLU\DOVRH[DPLQHV WKH UROHRIGHWHQWLRQEDVLQV IRUPDQDJLQJ
VWRUPZDWHUSS±7KLVLVFRYHUHGLQPRUHGHWDLOLQ6HFWLRQ
6HZHUDJHV\VWHP




VHZHUDJH LQIUDVWUXFWXUH DW SXPS VWDWLRQV FDXVLQJ ODUJH GDPDJH ELOOV DQG GHOD\HG
UHFRYHU\ SS ± 2YHUIORZ UHOLHI VWUXFWXUHV GHVLJQHG WR GLVFKDUJH XQWUHDWHG
VHZDJH LQWR ZDWHUZD\V LQ HPHUJHQFLHV FDQQRW EH UHOLHG XSRQ LQ H[WUHPH HYHQWV DV




IRFXV RQ GHVLJQ VXFK DV VXEPHUVLEOH HOHFWULFDO FRPSRQHQWV DQG UDLVLQJ WKH OHYHO RI




PHDVXUH IRU WKH VHZHUDJH V\VWHPV RI KRXVHV LQ IORRG KD]DUG DUHDV GXH WR WKH
VLJQLILFDQW GDPDJHFDXVHG WR VRPHSURSHUWLHVZKHQVHZDJHEDFNHGXS WKURXJK WRLOHW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DQGVKRZHUV$VRQJRLQJPDLQWHQDQFHRI WKHVHGHYLFHVZRXOGEH WKH UHVSRQVLELOLW\RI
WKH KRPHRZQHU WKH ,QTXLU\ DOVR UHFRPPHQGV WKDW JXLGDQFH PDWHULDO EH GHYHORSHG
S $PHQGPHQW RI UHOHYDQW GHVLJQ VWDQGDUGV LV DOVR VXJJHVWHG LQ WKH UHSRUW WR
HQVXUH IORRG UHVLOLHQFH LV FRQVLGHUHG SS   6XFK GHVLJQ PHDVXUHV ZRXOG
LQFUHDVHWKHUHVLOLHQFHRISURSHUWLHVWRFOLPDWHFKDQJHIORRGLQJLQFOXGLQJPLQRUIORRGVRI
JUHDWHU IUHTXHQF\5HJDUGLQJ LOOHJDO VWRUPZDWHU FRQQHFWLRQV WKH ,QTXLU\ VXJJHVWV WKH
LQFRUSRUDWLRQ RI UHGXQGDQF\ LQ GHVLJQ WR KHOS DFFRPPRGDWH LW FRXSOHG ZLWK SXEOLF
DZDUHQHVVLPSURYHGLQYHVWLJDWLRQDQGHQIRUFHPHQWSS±
7UDQVSRUW
7KH ILQDO 4XHHQVODQG ,QTXLU\ UHSRUW H[DPLQHV GHVLJQ LPSURYHPHQWV IRU WUDQVSRUW
LQIUDVWUXFWXUH 7KHVH DUHPDLQO\ GLVFXVVHG LQ WKH FRQWH[W RI UHSDLU DQG UHEXLOG UDWKHU





ZLWK RWKHU URDG LPSURYHPHQW SULRULWLHV VXFK DV URDG VDIHW\ DQG UHGXFLQJ FRQJHVWLRQ
SS± 7KH%ULVEDQH&LW\&RXQFLO¶V*URZWK3ODQQLQJ6WUDWHJ\ µHQYLVDJHVJURZWK




%HWWHUPHQW LV D WHUP XVHG WR GHVFULEH WKH UHSODFHPHQW RI GDPDJHG LQIUDVWUXFWXUH WR
LPSURYHGVWDQGDUGVHQKDQFLQJLWVDELOLW\WRZLWKVWDQGIXWXUHGLVDVWHUV7KHUHEXLOGLQJRI






WKH 6WRUPZDWHU VHFWLRQ DERYH SRLQWV RXW WKDW FLWLHV DQG LQIUDVWUXFWXUH KDYH EHHQ
GHYHORSHG XQGHU WKH DVVXPSWLRQ WKDW FOLPDWH LV UHODWLYHO\ VWDEOH RU VWDWLRQDU\ 0DMRU
IORRGV DUH OLNHO\ WR KDSSHQPRUH IUHTXHQWO\ DV D UHVXOW RI FOLPDWH FKDQJH HVFDODWLQJ
UHSDLUDQGUHSODFHPHQWFRVWVLILQIUDVWUXFWXUHLVQRWXSJUDGHG
7KH 9LFWRULDQ 5HYLHZ KLJKOLJKWV D QHHG IRU EHWWHUPHQW SDUWLFXODUO\ LI LQIUDVWUXFWXUH LV
LQDGHTXDWH RU OLNHO\ WR EH GDPDJHG DJDLQ LQ IXWXUH IORRGV &XUUHQW IHGHUDO JUDQWV
SURFHVVHV WHFKQLFDOO\DOORZ IRUEHWWHUPHQWEXW WKH\DUHFRPSOH[DQG WLPHFRQVXPLQJ
UHTXLULQJFRVWEHQHILWDQDO\VHVDQGSUHDSSURYDOEHIRUHZRUNVFDQEHVWDUWHG$FFRUGLQJ
WR WKH 9LFWRULDQ 5HYLHZ µQR EHWWHUPHQW SURMHFWV KDYH HYHU EHHQ DSSURYHG¶ E\ WKH
&RPPRQZHDOWK XQGHU LWV 1DWXUDO 'LVDVWHU 5HOLHI DQG 5HFRYHU\ $UUDQJHPHQWV JUDQWV
SURFHVV S  $UUDQJHPHQWV IRU IDFLOLWDWLQJ EHWWHUPHQW ZLOO QHHG WR EH UHYLVHG
SDUWLFXODUO\LQYLHZRIWKHKLJKOHYHOVXSSRUWLWUHFHLYHVIURPWKH&2$*1DWLRQDO6WUDWHJ\
IRU'LVDVWHU5HVLOLHQFH7KLVVWUDWHJ\OLVWVDVDSULRULW\RXWFRPH
)ROORZLQJ D GLVDVWHU WKH DSSURSULDWHQHVV RI UHEXLOGLQJ LQ WKH VDPH ORFDWLRQ RU










7KH ILQDO 4XHHQVODQG ,QTXLU\ UHSRUW FRYHUV XSJUDGHPRUH FRPSUHKHQVLYHO\ LQFOXGLQJ
GLVFXVVLRQV RI VWRUPZDWHU URDGV DQG RWKHU LQIUDVWUXFWXUH &RVW LV FLWHG DV D PDMRU
LPSHGLPHQWSS
7KHILQDOUHSRUWH[SDQGVRQWKHLVVXHRIUDLVLQJEULGJHVILUVWUDLVHGLQWKHLQWHULPUHSRUW
5DLVLQJ EULGJHV FDQ KDYH WKH DGGLWLRQDO EHQHILW RI SURYLGLQJ JUHDWHU IOH[LELOLW\ WR GDP
PDQDJHUV WR UHOHDVH IORRGZDWHUV IROORZLQJ D IORRG HYHQW ,I IORRGZDWHUV UHFHGH WRR
TXLFNO\ LW FDQ FDXVH VLJQLILFDQW ORVV RI DJULFXOWXUDO ODQGGXH WR VOXPSLQJ VHH6HFWLRQ
+RZHYHUGDPPDQDJHUVFXUUHQWO\DUHREOLJHGWRUHGXFHZDWHUOHYHOVDVTXLFNO\
DV SUDFWLFDEOH VR DV QRW WR SURORQJ LQXQGDWLRQ RI EULGJHV DQG WKH LQFRQYHQLHQFH WKDW
UHVXOWV 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW SS  ± ,QFUHDVLQJ WKH KHLJKW RI
EULGJHV FRXOG WKHUHIRUH QRW RQO\ LPSURYH DFFHVV GXULQJ IORRGLQJ EXW DOVR UHVXOW LQ
UHGXFHGEDQNHURVLRQ





WKHLU LPSRUWDQFH DQG QRUPDO ³OLIH F\FOH´¶ %ULVEDQH 5HYLHZ S  7KH FRXQFLO
FRPPLVVLRQHGDQHQJLQHHULQJDVVHVVPHQWRIULYHULQHDVVHWVZKLFKPD\OHDGWRGHVLJQ
LPSURYHPHQWV 7KH ILQDO 4XHHQVODQG ,QTXLU\ UHSRUW DOVR PDNHV D QXPEHU RI







 4OG2WKHU SLHFHV RI OHJLVODWLRQ LQFOXGH WKH%XLOGLQJ&RGHRI$XVWUDOLD DQG WKH
4XHHQVODQG'HYHORSPHQW&RGH7KH63$HPSRZHUVWKHFRXQFLOWRPDNHORFDOSODQQLQJ
LQVWUXPHQWV+RZHYHUWKH&LW\3ODQKDVOLPLWDWLRQV
$ UHEXLOG RU UHSDLU RI DGZHOOLQJ KRXVH WR µDVZDV¶ VWDQGDUG DQGGHVLJQ
SULRU WR IORRGGDPDJH UHTXLUHVQHLWKHUGHYHORSPHQWDSSURYDO RU EXLOGLQJ
DSSURYDOSURYLGHGWKDWWKHµDVZDV¶ZDVLWVHOIODZIXO
6LPLODUO\ UHJXODWLQJ WKH UHWURILWWLQJ RI FRPPHUFLDO EXLOGLQJV ZLWK IORRG
SURRIGHVLJQPHDVXUHVZLOOEHGLIILFXOW IURPD&RXQFLOSHUVSHFWLYHDV WKH
SODQQLQJ VFKHPH SULPDULO\ GHDOV ZLWK WULJJHUV IRU QHZ GHYHORSPHQW RU




UHIRUPV PDQ\ RI WKHPDMRU SODQQLQJ LVVXHV FDQ RQO\ EH DGGUHVVHG FRPSUHKHQVLYHO\
WKURXJK FKDQJHV WR OHJLVODWLRQ SROLFLHV DQG FRGHV DW VWDWH JRYHUQPHQW OHYHO¶ :KLOH
GLVFXVVLQJWKLVLVVXHLQWKHWH[WWKH5HYLHZGRHVQRWLQFOXGHLWLQLWVUHFRPPHQGDWLRQV
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
7KHUH DUH D QXPEHU RI EDUULHUV WR EHWWHUPHQW LQFOXGLQJ OHJLVODWLRQ DQG UHVRXUFLQJ
PHFKDQLVPV +RZHYHU UHEXLOGLQJ WR SUHH[LVWLQJ VWDQGDUGV FRQVWLWXWHV D PLVVHG
DGDSWDWLRQRSSRUWXQLW\WKDWLVOLNHO\WREHFRVWO\LQWKHORQJWHUP
 (QJLQHHULQJVROXWLRQV




/HYHHVDUH WRXFKHGRQE\DOO UHYLHZVDQG IORRGPLWLJDWLRQVWRUDJHV GHWHQWLRQEDVLQV
DUH FRYHUHG SULPDULO\ E\ WKH4XHHQVODQG ,QTXLU\ ,Q JHQHUDO DOO UHYLHZV DUH FDXWLRXV




SODFHV 9LFWRULD¶V 'HSDUWPHQW RI 6XVWDLQDELOLW\ DQG (QYLURQPHQW '6( UHSRUWV D
PLQLPXP  NP RI OHYHHV LQ 9LFWRULD LQFOXGLQJ  NP RI XUEDQ OHYHHV ZLWK FOHDU





FRQWUROVEHLQJ LQSODFHRIWHQ WRDYHU\SRRUVWDQGDUG3ULYDWH OHYHHKHLJKW LVDUELWUDU\




OHYHH EDQNV 7KH WUXH H[WHQW RI OHYHHV FRXOG EH XQGHUHVWLPDWHG LI VXFK OHYHHOLNH
VWUXFWXUHVDUHQRWDOVRWDNHQLQWRDFFRXQW
/HYHH UHJXODWLRQ/HYHH UHJXODWLRQYDULHVDFFRUGLQJ WRVWDWH ,Q9LFWRULD WKH ILUVW VWDWH
OHYHHVZHUHEXLOW LQ&XUUHQWO\PRVW ORFDO JRYHUQPHQWSODQQLQJ VFKHPHV LQ WKDW
VWDWH KDYH FRQWUROV RQ HDUWKZRUNV ZLWK UHTXLUHPHQWV WR REWDLQ D SHUPLW ZKLFK KDV
UHGXFHGWKHDPRXQWRI OHYHHEXLOGLQJRQSULYDWH ODQG+RZHYHU'6(UHSRUWVWKDWIORRG
]RQHVDQGRYHUOD\VDUHLQDGHTXDWHLQVRPHSODQQLQJVFKHPHV(QIRUFHPHQWLVDOVRDQ




OHYHHV LQFOXGLQJ WHFKQLFDO JXLGHOLQHV IRU OHYHHV /HYHH 'HVLJQ &RQVWUXFWLRQ DQG
0DLQWHQDQFHSURGXFHGLQ,WDOVRKDVD)ORRG0DQDJHPHQW6WUDWHJ\WKDWSURYLGHV
D VWDWHZLGH IUDPHZRUN IRU IORRG PDQDJHPHQW DQG D 9LFWRULD )ORRG 'DWDEDVH ZKLFK











$ ODFN RI WHFKQLFDO H[SHUWLVH DQG ILQDQFLDO UHVRXUFHV LV SDUWO\ WR EODPH IRU IDLOXUHV WR
UHJXODWH OHYHHV LQ4XHHQVODQG ,QRQH LQVWDQFH WZRVKLUHFRXQFLOVIRUPHGDIORRGSODLQ
ERDUGZLWKWKHSRZHUWRDVVHVVOHYHHVRQDFDWFKPHQWVFDOH7ZR\HDUVODWHUWKHERDUG
GLVVROYHG LWVHOI GXH WR ODFN RI WHFKQLFDO FDSDELOLW\ DQG UHVRXUFHV DUJXLQJ WKDW WKH
PDJQLWXGH RI WKH LVVXHV DQG WKHPXOWLPLOOLRQ GROODU LQWHUHVWV LQYROYHGPDGH WKLV WDVN
PRUHDSSURSULDWHIRUVWDWHDQGQDWLRQDOJRYHUQPHQWV
7KHILQDO4XHHQVODQG,QTXLU\VWUHVVHVDQHHGWRUHJXODWHOHYHHVFRQVLVWHQWO\WKH\QHHG
WR EH µDVVHVVDEOH GHYHORSPHQW¶ UHTXLULQJ D GHYHORSPHQW SHUPLW DQG FDWFKPHQWZLGH
LPSOLFDWLRQVRIOHYHHSURSRVDOVQHHGWREHDVVHVVHG+RZHYHUDVLVWKHFDVHZLWKRWKHU
GHYHORSPHQWSODQQLQJ VHH6HFWLRQ ORFDOGHFLVLRQVQRW WRJUDQW SHUPLWV FDQEH
RYHUUXOHGDWWKHVWDWH OHYHODVZDVWKHFDVHZLWKWKH(QVKDPPLQHOHYHHV&RQVLVWHQW
OHYHHDVVHVVPHQWSURFHVVHVDQGFULWHULDQHHGWREHGHYHORSHGDQGORFDOJRYHUQPHQWV
QHHG WR EH UHVRXUFHG WR HQDEOH WKHP WR GR WKLV 7KH UHFRPPHQGDWLRQV LQFOXGH




0DLQWHQDQFH 3ULYDWH RZQHUVKLS RI OHYHHV DQG D ODFN RI FOHDU UHVSRQVLELOLW\ IRU
PDLQWHQDQFH UHGXFH WKH UHOLDELOLW\ RI OHYHH SURWHFWLRQ 3ULYDWH OHYHHV DUH RIWHQ KDVWLO\
DQG SRRUO\ FRQVWUXFWHG SULRU WR RU IROORZLQJ D IORRG DQG DUH OLDEOH WR IDLOXUH /DFN RI
GHILQHGRZQHUVKLSDQGUHVSRQVLELOLW\IRUWKHPDLQWHQDQFHRIUXUDO OHYHHVRQSXEOLF ODQG
UHVXOWVLQWKHLUGHWHULRUDWLRQDQGORZUHOLDELOLW\GXULQJIORRGHYHQWV3DUOLDPHQWRI9LFWRULD
 S  /LDELOLW\ LV DOVR DQ LVVXH ZLWK FRQFHUQV WKDW DQ\ DJHQF\ WKDW WDNHV
UHVSRQVLELOLW\ IRUPDLQWDLQLQJD OHYHHZLOOEH OLDEOH WRSURVHFXWLRQ LI WKH OHYHHIDLOV7KH
,QTXLU\LQWR)ORRG0LWLJDWLRQ,QIUDVWUXFWXUHLQ9LFWRULDSS±±UHFRPPHQGV
QXPHURXV PHDVXUHV IRU LPSURYLQJ OHYHH PDQDJHPHQW LQFOXGLQJ UHFRPPHQGDWLRQV
UHODWLQJWR
x LGHQWLI\LQJ SULRULW\ DQG QRQSULRULW\ OHYHHV RQ SXEOLF ODQG E\ DVVHVVLQJ WKHLU
EHQHILW WRFRVW UDWLRDQG UHJLRQDOEHQHILWZLWKSULRULW\ OHYHHVEHLQJVXEMHFW WRD
ZDWHUPDQDJHPHQWVFKHPHXQGHUWKH:DWHU$FW
x UHYLVLRQRI WKH9LFWRULD)ORRG0DQDJHPHQW6WUDWHJ\DQG WKH:DWHU$FW WR


















PRGHOOLQJ ZLWK DJUHHG DFWLYLWLHV LQ SODQV DOVR QHHGLQJ WR LGHQWLI\ ZKDW LV WKH
DSSURSULDWHXVHRIWHPSRUDU\OHYHHV





$SSURSULDWH XVH RI OHYHHV /HYHHV DUH DQ H[WUHPHO\ H[SHQVLYH IORRGPDQDJHPHQW
RSWLRQ DQG KDYH RQJRLQJ PDLQWHQDQFH DQG PDQDJHPHQW LPSOLFDWLRQV %75( 
7KLVPHDQVWKHEHQHILWVRIFRQVWUXFWLQJOHYHHVKDYHWREHFOHDU
7KH %ULVEDQH 5HYLHZ VXJJHVWV OHYHHV DUH D VROXWLRQ PRVW DSSURSULDWH WR SURWHFWLQJ
VSHFLILF NH\ DVVHWV VXFK DV WKH %ULVEDQH 0DUNHWV DQG DUHDV ZLWK KLJK SRSXODWLRQ
GHQVLW\SS±7KHLQWHULP4XHHQVODQG,QTXLU\DOVRGLVFXVVHVWKH%ULVEDQH0DUNHWV
LQ LWV FKDSWHU RQ HVVHQWLDO VHUYLFHV QRWLQJ LWV LPSRUWDQFHZLWK UHJDUG WR IRRG VXSSO\
:LWKWKH0DUNHWVFXUUHQWO\VLWXDWHGRQDORZO\LQJKDVLWHWKHFRQVWUXFWLRQRIOHYHHV
LVRQO\RQHRSWLRQVXJJHVWHGE\WKH4XHHQVODQG,QTXLU\WRSURWHFWWKHVLWH5DLVLQJWKH







LQVWDQFHVZKHUH OHYHHVZHUHXVHG LQ WKH UHFHQW IORRGV LQFOXGLQJ WKHLU WDUJHWHGXVH WR
SURWHFW HVVHQWLDO VHUYLFHV $W .HUDQJ IRU H[DPSOH D OHYHH ZDV EXLOW WR SURWHFW WKH
FRQWUROEXLOGLQJRI WKHHOHFWULFLW\WHUPLQDOVWDWLRQ±ZKLFKKDGLWEHHQLQXQGDWHGZRXOG
KDYH FDXVHG  SHRSOH WR EH ZLWKRXW SRZHU GXULQJ WKH IORRGV S 7KH
SURWHFWLRQRINH\LQIUDVWUXFWXUHLVGLVFXVVHGIXUWKHULQ6HFWLRQ
7KH XVH RI OHYHHV WRSURWHFW H[LVWLQJ NH\ LQIUDVWUXFWXUHPD\ EH DQ DSSURSULDWH XVHRI
OHYHHV+RZHYHULIWKLVRSWLRQLVVHOHFWHGLWQHHGVWREHSODQQHGLQDGYDQFH'XULQJWKH
UHFHQW IORRGV WKHUHZHUH FDVHVZKHUHDGKRF OHYHHV LQ9LFWRULDH[DFHUEDWHG IORRGLQJ
9LFWRULDQ5HYLHZS7KLVFDQFDXVHFDWDVWURSKLFEUHDNVRULPSRXQGLQJRIZDWHURQ
IDUPODQG
$V ZHOO DV SURWHFWLQJ HVVHQWLDO VHUYLFHV OHYHHV KDYH DQ LPSRUWDQW UROH WR SOD\ LQ
SURWHFWLQJ UXUDO WRZQVKLSV 4XHHQVODQG ,QTXLU\ S 9LFWRULDQ5HYLHZ SS  
.HUDQJ LV D WRZQVKLS RI DSSUR[LPDWHO\  SHRSOH LQ WKH /RZHU /RGGRQ LQ QRUWKHUQ
9LFWRULD 7KH *DQQDZDUUD 6KLUH &RXQFLO LQ LWV VXEPLVVLRQ RQ WKH ,QTXLU\ LQWR )ORRG
0LWLJDWLRQ ,QIUDVWUXFWXUH LQ 9LFWRULD QRWHV WKDW KDG WKH OHYHHV DW .HUDQJ IDLOHG WKH
HVWLPDWHG FRVW RI GDPDJH ZRXOG KDYH EHHQ PLOOLRQ *DQQDZDUUD 6KLUH &RXQFLO
 S  7KXV VHFXULW\ ± ERWK LQ HFRQRPLF DQG VRFLDO WHUPV ± SURYLGHV D VWURQJ
LQFHQWLYHIRUWKHFRQVWUXFWLRQRIWRZQOHYHHV
7KHUH LVDGLVWLQFWLRQPDGHEHWZHHQ OHYHHVWKDWSURWHFW WRZQVKLSVDQGUXUDO OHYHHV ,Q
*DQQDZDUUD6KLUHWKHSODQQLQJVFKHPHGRHVQRWSHUPLWOHYHHVWRSURWHFWIDUPODQGGXH




6WUDWHJLFXVHRI ULQJ OHYHHV LVDQRSWLRQ LQKLJKULVNDUHDVZKHUH UHORFDWLRQFDQQRWEH
DFKLHYHG
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
$GYHUVH LPSDFWV RI OHYHHV 7KH (15& ,QTXLU\ GRHV QRW GLVFXVV DGYHUVH LPSDFWV LQ
GHWDLO WKRXJKSUREOHPVRI SULYDWH OHYHHV EHLQJEXLOW FORVH WR QDWXUDO OHYHH EDQNV DQG
WUDQVIHUULQJ IORRGV WR QHLJKERXULQJ SURSHUWLHV DUH PHQWLRQHG 3DUOLDPHQW RI 9LFWRULD
SS±










ZLWK IORRGSODLQV DGYHUVHO\ LPSDFWLQJ SODQWV DQLPDOV JURXQGZDWHU DQG WKH QXWULHQW
EDODQFHRIIORRGSODLQV7KHVHSUREOHPVDUHOLNHO\WREHH[DFHUEDWHGE\FOLPDWHFKDQJH
+HULWDJH VLWHV KDYH DOVR EHHQ DIIHFWHG E\ OHYHH FRQVWUXFWLRQ ZLWK  RI UHJLVWHUHG
$ERULJLQDO SODFHV ZLWKLQ  NP RI ZDWHU VRXUFHV DQG QRQ,QGLJHQRXV KHULWDJH DOVR
FRPPRQO\ IRXQGFORVH WRZDWHUZD\V'6( UHFRPPHQGV WKDW QHZDQGPRGLILHGZRUNV
QHHGWRDYRLGVXFKDGYHUVH LPSDFWVDQGWKDW WKHUHEHUHVHDUFK LQWRFXPXODWLYH OHYHH
LPSDFWV OHDGLQJ WR EHWWHU PDQDJHPHQW RI WKLV DVSHFW 7KHLU VXEPLVVLRQ DOVR
UHFRPPHQGVWKDWUXUDOOHYHHVVKRXOGEHQRJUHDWHUWKDQWKHLQ\HDUIORRGWRHQDEOH




DSSUHFLDEO\ LQFUHDVH WKH FRQVHTXHQFHV DQG WKHUHIRUH WKH ULVNV RI IORRGLQJ VKRXOG D
OHYHH IDLO $WNLQV DQG 9LQFH  SURYLGH DQ H[DPSOH RI OHYHHV WHPSWLQJ LQFUHDVHG
GHYHORSPHQW LQ /DXQFHVWRQ 7DVPDQLD ,Q WKLV LQVWDQFH GHYHORSPHQW FRQWUROV DQG
WKUHDWV E\ VWDWH DQG IHGHUDO JRYHUQPHQWV WR ZLWKGUDZ IXQGLQJ PDQDJHG WR SUHYHQW
DGGLWLRQDOGHYHORSPHQWIURPSURFHHGLQJ
/HYHH VDIHW\ LVVXHV7KH %ULVEDQH 5HYLHZ LV FDXWLRXV DERXW DGYRFDWLQJ OHYHHV DV D
IORRG VROXWLRQ DQGSRLQWV WR D QXPEHU RI SUREOHPV WKDW FDQ UHVXOW IURPXVLQJ OHYHHV
VXFKDVVDIHW\LIOHYHHVDUHEUHDFKHGUHGXFWLRQLQIORRGSODLQUHVXOWLQJLQELJJHUIORRGV
DQGIRUPDWLRQRIDEDUULHUWRQDWXUDOGUDLQDJH
7KH 4XHHQVODQG ,QTXLU\ UHSRUWV SURYLGH OLWWOH LQIRUPDWLRQ DERXW WKH SHUIRUPDQFH RI
OHYHHVGXULQJWKHIORRGVLQ4XHHQVODQG,Q9LFWRULDDWRWDORIOHYHHVZHUHEUHDFKHG
GXULQJ WKH IORRGV  RI WKHVH LQ WKH /RGGRQ 9DOOH\ 9LFWRULDQ 5HYLHZ SS  
+RZHYHU QR IRUPDO WRZQ OHYHHV IDLOHG 7KLV FDWHJRU\ RI OHYHH LV UHJXODWHG DQG




S  ,I OHYHHV RYHUWRS WKH\ FDQ FDXVH FRQVLGHUDEO\ JUHDWHU GDPDJHGXH WR WKH KLJK
HQHUJ\ FRQWDLQHG LQ WKHZDWHU FRPSRXQGHGE\ WKH FRPSODFHQF\RI WKRVH OLYLQJEHKLQG
WKHP4XHHQVODQG,QTXLU\ILQDOUHSRUWS




SODQEDVHGRQZDWHU OHYHO KHLJKW WULJJHUV µEHFDXVH WKH\GLGQRW WKLQN WKH IORRGZRXOG
EUHDFK *RRQGLZLQGL¶V OHYHH EDQNV¶ S 7KLV KLJKOLJKWV D SUREOHP WKDW KDV EHHQ
QRWHGE\RWKHUDXWKRUVOHYHHVFDQFUHDWHDµIORRGSURRIPLQGVHW¶WKDWFDQLQFUHDVHWKH
SRWHQWLDOIRUORVVHV6PLWK$WNLQV	9LQFH7KRPDVHWDO
/HYHHVDQGIXWXUH IORRGLQJ ,Q WHUPVRIDVROXWLRQ IRUFOLPDWHFKDQJHIORRGLQJDIORRG
SURRI PLQGVHW LV GDQJHURXV )ORRG OHYHHV EXLOW RQ WKH EDVLV RI DQ XQGHUVWDQGLQJ RI
KLVWRULF IORRG GDWD PD\ QRW EH VXIILFLHQW WR SURWHFW OLYHV DQG SURSHUW\ DQG DVVHWV LI
IORRGLQJ LQFUHDVHV LQPDJQLWXGH $W .HUDQJ WKH OHYHHV ZHUH EXLOW WR D  LQ  \HDU




)RU OHYHHV WR EH D UHOLDEOH IRUP RI GHIHQFH IRU NH\ DVVHWV DQG SRSXODWLRQ FHQWUHV
µGHVLJQ¶ IORRGV QHHG WR LQFRUSRUDWH SRVVLEOH FOLPDWH FKDQJH VFHQDULRV WR HQVXUH WKDW







%DFNIORZ SUHYHQWLRQ GHYLFHV DUH GLVFXVVHG LQ WKH %ULVEDQH 5HYLHZ DQG 4XHHQVODQG
,QTXLU\ DV DQ RSWLRQ WR DGGUHVV VWRUPZDWHU RU VHZDJH EDFNLQJ XS WKURXJK WKH SLSHG
V\VWHP%RWKUHSRUWVDUHFDXWLRXVDERXWUHFRPPHQGLQJWKHXVHRIWKHVHGHYLFHVQRWLQJ
LVVXHV ZLWK H[SHQVH PDLQWHQDQFH DQG HIIHFWLYHQHVV 7KH\ ERWK UHFRPPHQG ULVN
DVVHVVPHQWDVDSUHUHTXLVLWHWRLQVWDOOLQJEDFNIORZSUHYHQWLRQGHYLFHV8VHRIEDFNIORZ




LQ JHQHUDO 7KH %ULVEDQH 5HYLHZ QRWHV WKH LPSRUWDQFH RI PDLQWHQDQFH ZRUN RI WKH
VWRUPZDWHUQHWZRUNDQGLWKDVDQDQQXDOPDLQWHQDQFHDQGUHSDLUVFKHGXOHSS±




OD\HUHG ZLWK GHEULV UHQGHULQJ LW LQHIIHFWLYH DV D PLWLJDWLRQ FKDQQHO S   7KLV
VXJJHVWV WKHUH QHHGV WR EH D FORVHU FRUUHODWLRQ EHWZHHQ IRUHFDVWV DQG SUHSDUDWLRQ

















7KH FRQVWUXFWLRQ RI DUWLILFLDO GHWHQWLRQ EDVLQV FDQ EH FRVWO\ LQ WHUPVRI WKH DPRXQW RI
ODQG WKH\ UHTXLUH FRQWLQXLQJPDLQWHQDQFH FRVWV DQG WKH RSSRUWXQLW\ FRVW RI ODQG QRW
EHLQJDYDLODEOH IRURWKHUSXUSRVHV7KLV OLPLWVWKHLUXVH LQGHQVHO\EXLOWDUHDVVXFKDV
&%'V 4XHHQVODQG ,QTXLU\ S  7KH ,QTXLU\ UHSRUW GRHV QRW GLVFXVV WKH GXDO
SXUSRVHVVXFKODQGFDQVHUYHVXFKDVUHFUHDWLRQDQGZLOGOLIHKDELWDW16:*RYHUQPHQW

$VHULHVRIGHWHQWLRQEDVLQV LQ7RRZRRPED LVVWXGLHGVHSDUDWHO\ LQ WKH ,QTXLU\ UHSRUW
ZLWK FRQFHUQV WKDW WDNHQ DV D V\VWHP WKH\ FRXOG EH FODVVLILHG DV UHIHUDEOH GDPV
LHGDPIDLOXUHZRXOGHQGDQJHUWKHOLYHVRIWZRRUPRUHSHRSOH
7KH %ULVEDQH 5HYLHZ UHIHUV WR WKH SURSRVHG FRQVWUXFWLRQ RI IORRG PLWLJDWLRQ GDPV
XSVWUHDPIURP,SVZLFKDVEHLQJEHQHILFLDOIRUPLWLJDWLRQRIIORRGLQJLQ%ULVEDQHS
,WLV QRW FOHDU IURP WKH UHSRUW ZKHWKHU WKHVHZRXOG EH GHWHQWLRQ EDVLQV RU GDPVZLWK
FRPELQHGVWRUDJHDQGPLWLJDWLRQIXQFWLRQVVLPLODUWR:LYHQKRH'DP
 /DQGPDQDJHPHQW
0RGLI\LQJ ODQG PDQDJHPHQW VR WKDW LW LV EHWWHU DEOH WR ZLWKVWDQG IORRGLQJ LV QRW D
PHDVXUH GLUHFWO\ GLVFXVVHGE\ HLWKHU WKH9LFWRULDQ5HYLHZRU WKH4XHHQVODQG ,QTXLU\





OHYHOV RI JRYHUQPHQW DPRQJ WKHP WKH 9LFWRULDQ *RYHUQPHQW¶V YROXQWDU\ EX\EDFN
VFKHPH LQ WKH/RZHU/RGGRQ S 2QHRI WKHSULPDU\DLPVRI WKH/RZHU/RGGHQ
,UULJDWRUV 5HFRYHU\ 3DFNDJH LV WR FRQYHUW WKH ODQG IURP LUULJDWHG XVHV SULPDULO\
EURDGDFUHDQGGDLU\WRPRUHDSSURSULDWHIORRGUHVLVWDQWGU\ODQGIDUPLQJV\VWHPV:KLOH
WKH SDFNDJH DVVLVWV WKH ILQDQFLDO UHFRYHU\ RI ODQGKROGHUV LW FDQ DOVR EH VHHQ DV
SUHYHQWDWLYHLQWKDWLWZLOODYRLGIXWXUHORVVHV
6KRXOG IDUPHUVZLVK WR SDUWLFLSDWH WKH\ DUH RIIHUHG WZR RSWLRQV 7KH\ FDQ HLWKHU VHOO
WKHLULUULJDWHGODQGDWSUHIORRGYDOXHVDIWHUZKLFKLWZLOOEHUHVROGDVDGU\ODQGIDUPRU
WKH\ FDQ UHPDLQ RQ WKHLU ODQG DQG UHFHLYH FRPSHQVDWLRQ DV D SHUFHQWDJHRI WKH SUH
IORRGODQGYDOXHWRSODFHDFRYHQDQWRQWKHWLWOHRIWKHLUODQGWRUHVWULFWLWVXVHWRGU\ODQG
SUDFWLFHV 'HSDUWPHQW RI 6XVWDLQDELOLW\ DQG (QYLURQPHQW D  PLOOLRQ ZDV
DOORFDWHG WR WKLV SDFNDJH IRU WKH FRQYHUVLRQ RI DQ LUULJDWHG DUHD RI KD )ORRG
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DIIHFWHGGZHOOLQJVZLWKPLQLPDOUHVLGXDOYDOXHDUHWREHGHPROLVKHGVRPHUHORFDWHGDQG
VRPH ZKHUH SRVVLEOH SURWHFWHG LQGLYLGXDOO\ E\ ULQJ OHYHHV 7KH SURJUDP ZDV
VXFFHVVIXO LQ EHLQJ DEOH WR SXUFKDVH DOO EXW WZR SURSHUWLHV LQ WKH DUHD LGHQWLILHG DV
KDYLQJWKHJUHDWHVWULVN0F%HDWKSHUVFRP
(URVLRQDQGULYHUEDQNVOXPSLQJDQGYHJHWDWLRQPDQDJHPHQW
2QH FRQVHTXHQFH RI WKH IORRGV LQ 4XHHQVODQG ZDV VLJQLILFDQW ORVV RI ODQG GXH WR
ULYHUEDQN VOXPSLQJ /DQGRZQHUV UHSRUWHG ODQG ORVVHV RI XS WR  KHFWDUHV ILQDO
4XHHQVODQG ,QTXLU\ S  '(50 DQG WKH 4XHHQVODQG ,QTXLU\ FRPPLVVLRQHG
VRPH VWXGLHV LQWR ZKHWKHU GDP PDQDJHPHQW PLJKW KDYH FDXVHG WKH VOXPSLQJ 7KH





RI LQXQGDWLRQ ZKLFK PD\ KDYH LQFUHDVHG VDWXUDWLRQ RI WKH EDQNV $V D UHVXOW WKH




5DWKHU WKDQ GDP PDQDJHPHQW WKH 4XHHQVODQG ,QTXLU\ VWXGLHV SRLQW WR ODQGKROGHU
DFWLYLW\ LQ WKH IRUPRI ODQGFOHDUDQFHDVDVLJQLILFDQW IDFWRU LQ ULYHUEDQNVOXPSLQJ µWKH






WKLV LV OLNHO\ WR UHVXOW LQ VLJQLILFDQW PRYHPHQW RI VHGLPHQW ZKLFK FDQ FKDQJH IORRG
EHKDYLRXU UHGXFLQJ IORRG SUHGLFWDELOLW\ HJ ZKHUH IORRGLQJ ZLOO RFFXU DQG LWV
PDJQLWXGH ,QFUHDVHG VHGLPHQW ORDGV GXH WR FOLPDWH FKDQJH DUH H[SHFWHG WR UHGXFH




6WDELOLVDWLRQ RI ULYHUEDQNV E\ UHYHJHWDWLRQ VXJJHVWHG LQ WKH WH[W RI WKH 4XHHQVODQG
,QTXLU\UHSRUWPD\EHDNH\VWUDWHJ\IRUPLWLJDWLQJDJDLQVWFOLPDWHFKDQJHIORRGLQGXFHG
HURVLRQ DQG VHGLPHQWDWLRQ ,I QDWLYH VSHFLHV DUH XVHG UHYHJHWDWLRQ DOVR KDV ZHOO
UHFRJQLVHGHFRORJLFDODQGZDWHUTXDOLW\EHQHILWV
%H\RQG VWDELOLVDWLRQ RI ULYHUEDQNV UHYHJHWDWLRQ FDQ EH XVHIXO WR UHGXFH UXQRII DQG
HURVLRQRIIDUPODQGEH\RQGWKHULYHUEDQNV)ORRGVFDQFDXVHORVVRIWRSVRLODQGRUJDQLF
PDWWHU LQ WKH VRLO UHGXFLQJ VRLO GHSWK QXWULHQWV DQG ZDWHUKROGLQJ FDSDFLW\ DQG
GHJUDGLQJ VRLO VWUXFWXUH 3LWWRFN  $FFRUGLQJ WR 3LWWRFN ULVN RI HURVLRQ LQFUHDVHV
JUHDWO\RQFHJURXQGFRYHUIDOOVEHORZDVLWXDWLRQPRUHOLNHO\WRRFFXUXQGHUFOLPDWH
FKDQJH FRQGLWLRQV GXH WR GURXJKW DQG ZLOGILUH SS ± +H UHFRPPHQGV




WHUPV RI UHIHUHQFH $ VLJQLILFDQW LVVXH LGHQWLILHG LQ WKLV UHVSHFW ZDV WKH FRPPXQLW\
SHUFHSWLRQ WKDW YHJHWDWLRQ DQGGHEULV LQZDWHUZD\V KDV DQ DGYHUVH HIIHFW RQ IORRGLQJ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
SS ± 7KHVH YLHZV DUH QRW OLPLWHG WR 9LFWRULDQ FRPPXQLWLHV EXW ZHUH DOVR
UHSRUWHGE\WKLVSURMHFW¶VLQWHUYLHZHHSDUWLFLSDQWVIURP4XHHQVODQG7KLVPLVSHUFHSWLRQ
HQFRXUDJHVSHRSOH WRFOHDUFKDQQHOVZKLFKDFWXDOO\ZRUVHQV IORRGLQJRQD ODQGVFDSH
VFDOH µIROORZLQJ WKH ± IORRGV VRPH FRXQFLOV KDG YHJHWDWLRQ UHPRYHG DQG
FKDQQHOVZLGHQHGWRUHGXFHFRPPXQLW\FRQFHUQ¶S
7KH ,QTXLU\ UHSRUW JRHV WR VRPH WURXEOH WR H[SODLQ K\GURORJLFDO FRQFHSWV LQ
XQGHUVWDQGDEOHWHUPVLQRUGHUWRKHOSWRGLVSHOWKHVHP\WKV7KHHIIHFWRIYHJHWDWLRQRQ
D FDWFKPHQW VFDOH LV WR UHGXFH ZDWHU YHORFLW\ UHGXFH IORRG SHDNV DQG UHGXFH SHDN
GLVFKDUJH ,W DOVR SURORQJV WKH GXUDWLRQ RI IORRG HYHQWV E\ VORZLQJ GLVFKDUJH ,Q RQH
VWXG\IORRGGXUDWLRQZDVH[WHQGHGIURPWZRWRWKUHHGD\VWRIRXUWRILYHGD\VSS±
 2Q D ORFDO OHYHO YHJHWDWLRQ FDQ LQFUHDVH IORRG KHLJKWV EXW ORFDOLVHG HIIHFWV DUH
JHQHUDOO\ LQVLJQLILFDQW%\ZD\RIH[DPSOHWKH(15&UHSRUWVVRPHPRGHOOLQJWKDWZDV
GRQHRI WKHDQGIORRGV LQ&UHVZLFN7KHPRGHOGHPRQVWUDWHGWKDW µFOHDULQJ
YHJHWDWLRQ DQG EORFNDJHV IURP WKH FKDQQHO ZRXOG KDYH UHGXFHG WKH KHLJKW RI WKH
IORRGZDWHUV E\ DERXW  FHQWLPHWUHV EXW WKLV ZRXOG QRW KDYH DOWHUHG WKH QXPEHU RI
KRXVHVIORRGHG¶S7UDQVSRUWLQIUDVWUXFWXUHEULGJHVODUJHGDPVDQGIORRGOHYHHV
ZHUH YLHZHGDVEHLQJPXFKPRUHVLJQLILFDQW LQDIIHFWLQJ IORRGLQJ WKDQYHJHWDWLRQ SS
±,QGHHGUHVHDUFKUHSRUWHGXQGHUWKHOHYHHVVHFWLRQRIWKLVUHSRUWLQGLFDWHV
WKDW IORRGSODLQ OHYHHV FDQ VLJQLILFDQWO\ LQFUHDVH WKH HURVLYH SRZHU ZDWHU GHSWK DQG
GXUDWLRQRIIORRGLQJ,IWKH\DUHRYHUWRSSHGWKH\FDQWUDSZDWHUEHKLQGWKHPDQGSURORQJ
IORRGLQJIRUPRQWKVUDWKHUWKDQGD\V
7KH YDOXHV RI UHYHJHWDWLQJ EDQNV ZHUH DOVR H[SORUHG E\ WKH (15& ,QTXLU\ ZLWK
UHYHJHWDWHG UHDFKHV H[SHULHQFLQJ ± OHVV HURVLRQ WKDQ FOHDUHG UHDFKHV DQG OLWWOH
FKDQJHWRFKDQQHOV,GHDOO\VLWHVQHHGHGWREHFRQWLQXRXVO\UHYHJHWDWHGWRDZLGWKRIDW
OHDVW±PHDFKVLGHRIWKHFUHHNS/HJDOSURYLVLRQVIRUZDWHUZD\VLQ9LFWRULD
QRGRXEWSOD\D ODUJHSDUW LQHQDEOLQJUHYHJHWDWLRQDQGPDQDJHPHQWDFWLYLWLHV WRRFFXU
5LSDULDQODQGRIWHQPLQZLGWKLVLQFOXGHGLQDUHVHUYDWLRQV\VWHPHVWDEOLVKHGLQ
.QRZQDV&URZQODQGIURQWDJHVWKHVHVWULSVWRWDODERXWNPS
6RPH RI WKH UHFRPPHQGDWLRQV LQ &KDSWHU  IDFLOLWDWH WKH UHPRYDO RI YHJHWDWLRQ DQG
GHEULVXQGHUFHUWDLQFLUFXPVWDQFHV+RZHYHUWKHUHSRUW¶VUHFRPPHQGDWLRQVZLWKUHJDUG
WR YHJHWDWLRQPDQDJHPHQW JHQHUDOO\ WDUJHW WKH GHYHORSPHQW RI SROLF\ DQG SURFHVVHV
UDWKHUWKDQSRVLWLRQLQJIRURUDJDLQVWYHJHWDWLRQUHPRYDO5HFRPPHQGDWLRQVSURYLGHIRU
FRGHVRI SUDFWLFH WREHGHYHORSHGDQG IRU VWUDWHJLF LPSOHPHQWDWLRQRIYHJHWDWLRQDQG
GHEULVPDQDJHPHQW UHTXLULQJ SROLF\ JXLGHOLQHV IORRGULVN FULWHULD DQG LGHQWLILFDWLRQ RI
VSHFLILFUHDFKHVWKDWZLOOQHHGRQJRLQJPDQDJHPHQW)ORRGLQYHVWLJDWLRQVFXUUHQWO\DUH






UHDO PDJQLWXGH RI IORRG SURWHFWLRQ SURYLGHG E\ FOHDULQJ GHEULV DQG
YHJHWDWLRQ IURP VWUHDPV DQG VWUHDP EDQNV « >WR@ HQVXUH WKDW
FRPPXQLWLHV GR QRW SODFH XQGXH HPSKDVLV RQ WKLV DVSHFW RI IORRG







VLWH VLQFH $ WRWDO RI  VSHFLHV RI ELUG KDYHEHHQ LGHQWLILHG LQ LWV GLYHUVH
ZHWODQG KDELWDWV LQFOXGLQJ  WKDW DUH OLVWHG XQGHU LQWHUQDWLRQDO PLJUDWRU\ ELUG
DJUHHPHQWV
,QWKHVDSURSRVDOZDVFRQVLGHUHGWRGHYHORSWKHZHWODQGLQWRDUHFUHDWLRQDO
















DSSHDO DQG LQFUHDVH WKH VLWH¶V WRXULVP SRWHQWLDO +RZHYHU WKH EHQHILWV RI WKH
ZHWODQGVDUHQRWMXVWHFRQRPLF/HHWRQ6KLUH¶V0DQDJHURI(FRQRPLF'HYHORSPHQW




5HWDLQLQJ WKHVH GLVHQIUDQFKLVHG VWXGHQWV LQ VFKRROV ZKHQ WKH\ ZRXOG UDWKHU EH
GRLQJKDQGVRQZRUNFDXVHVIUXVWUDWLRQIRUVWXGHQWVDQGGLVUXSWLRQIRUWHDFKHUV7R
VROYHWKLVSUREOHP/HHWRQ&RXQFLOVFKRROVWKHORFDOODQGFRXQFLODQG7$)(KDYH
FROODERUDWHGZLWKVLWHDGPLQLVWUDWRUV WRGHYHORSVRPHKDQGVRQFRXUVHV IRU WKHVH
VWXGHQWVDW)LYHERXJKZHWODQGV6WXGHQWVFUHDWHVLJQDJHDERXWVSHFLHVDQGSRLQWV
RI LQWHUHVW EXLOG EULFN JDWHZD\V DQG FDUU\ RXW RWKHU YDOXDEOH WDVNV IRU WKH SDUN
LQFOXGLQJPDLQWHQDQFH














KLVWRU\ DQG WKH WRZQV RI %HJD 1RZUD *XQGDJDL DQG 6PLWKILHOG QRZ D VXEXUE RI
&DLUQV DOO RZH WKHLU SUHVHQW ORFDWLRQV WR FDWDVWURSKLF IORRGLQJ+RZHYHU UHORFDWLRQ LV
RIWHQ UHVLVWHG GHVSLWH RSSRUWXQLWLHV WR PRYH DQG UHSHDWHG IORRGLQJ &RDWHV 
SS±,QWKH%ULVEDQH5HYLHZDQGWKH9LFWRULDQ5HYLHZUHORFDWLRQLVGLVFXVVHGDVDQ
RSWLRQ YLD YROXQWDU\ EX\EDFN VFKHPHV DQG FRPSHQVDWLRQ IRU UH]RQLQJ RU HVWDEOLVKLQJ
FRYHQDQWVRQODQG
7KH9ROXQWDU\+RXVH3XUFKDVH6FKHPHLQ%ULVEDQHZRUWKPLOOLRQDLPVWRSXUFKDVH
KRXVHV LQ UHJXODUO\ IORRGHG DUHDV WZR\HDU DYHUDJH UHFXUUHQFH LQWHUYDO VR UHVLGHQWV
FDQUHORFDWHWROHVVIORRGSURQHDUHDV:KLOHFRVWO\WKLVVROXWLRQLVDEOHWRDGGUHVVWKH
LQDGHTXDWH ODQG XVH SODQQLQJ GHFLVLRQV PDGH LQ WKH SDVW 7KH %ULVEDQH 5HYLHZ
UHFRPPHQGV DGGLWLRQDO UHVRXUFHV IRU WKLV VFKHPH VR LW FDQ DOVR FRYHU DUHDV RI OHVV
IUHTXHQWIORRGLQJ7KHXSWDNHRIWKHVFKHPHE\%ULVEDQHUHVLGHQWVKDVEHHQORZWKRXJK
WKHUHDVRQVIRUWKLVDUHQRWH[DPLQHGLQWKHUHYLHZ%ULVEDQH5HYLHZSS±





WR UHORFDWH VPDOOHU VHWWOHPHQWV ,Q *UDQWKDP PDQ\ OLYHV ZHUH ORVW DQG SURSHUW\
GDPDJHGEH\RQGUHSDLU$VDFRQVHTXHQFHUHORFDWLRQRI WKHFRPPXQLW\ZDVVHHQDV
WKHEHVWRSWLRQIRUUHFRYHU\DQGWRSUHYHQWUHFXUUHQFH7KH/RFN\HU9DOOH\/DQG6ZDS
3URMHFW FRVWLQJ FORVH WRPLOOLRQ DLPV WRPRYH UHVLGHQWVRI*UDQWKDPRQ WRKLJKHU
JURXQG 4XHHQVODQG *RYHUQPHQW D 5HVLGHQWV DUH UHVSRQVLEOH IRU WKH FRVW RI
EXLOGLQJRQWKHQHZEORFNV$SSUR[LPDWHO\IDPLOLHVKDGSDUWLFLSDWHGDVDWWKHHQGRI
'HFHPEHU6LJQLILFDQWSODQQLQJKDVJRQHLQWRWKH*UDQWKDPUHORFDWLRQRUJDQLVHG
WKURXJK WKH 4XHHQVODQG 5HFRQVWUXFWLRQ $XWKRULW\ 7KH IORRG ]RQH ODQG WKDW ZDV
VZDSSHG QRZ EHORQJV WR WKH /RFN\HU 9DOOH\ 5HJLRQDO &RXQFLO ,W LVPRVW OLNHO\ WR EH




ORWV WR EH GHYHORSHG DQG VROG WR SURYLGH UHYHQXH IRU WKH FRXQFLO )DFWRUV WKDW FRXOG




&RPPXQLW\ UHVLOLHQFH LV FXUUHQWO\ DW WKH IRUHIURQW RI UHFHQW HPHUJHQF\ PDQDJHPHQW
OLWHUDWXUH DQG DW FRQIHUHQFHV LQ $XVWUDOLD ± SRVVLEO\ DV D UHVXOW RI LWV LQFOXVLRQ LQ WKH
 1DWLRQDO 'LVDVWHU 5HVLOLHQFH 6WUDWHJ\ ,Q WKH UHFHQW IORRG UHYLHZV D FKDSWHU LV
GHYRWHGWRLQFUHDVLQJFRPPXQLW\UHVLOLHQFHLQWKH9LFWRULDQ5HYLHZDQGUHOHYDQWLVVXHV
DUHDOVRGLVFXVVHGLQRWKHUVHFWLRQV7KH%ULVEDQH5HYLHZDQGWKH4XHHQVODQG,QTXLU\
GRQRWDGGUHVVFRPPXQLW\UHVLOLHQFH LQ WKHVDPH OHYHORIGHWDLOEXW UHFRPPHQGDWLRQV
FRQWULEXWHWRWKLVJRDO
7KHUHFHQWIORRGUHYLHZVKDYHVKRZQFOHDUO\WKDWUHVSRQVHDJHQFLHVDUHQRWHTXLSSHGWR
GHDO ZLWK IORRGLQJ RQ WKH VFDOH RI WKH ± IORRGV (YHU\ UHYLHZ UHYHDOHG VHYHUH
LQDGHTXDFLHV LQ WHUPVRIQXPEHUVRI UHVSRQVHSHUVRQQHO WKHLU WUDLQLQJDQGHTXLSPHQW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG




JRYHUQPHQWV VKRXOGPDLQWDLQ ODUJH VWDQGLQJ DUPLHV RI IORRG UHVSRQGHUVZKHQ VHYHUH









LQGLYLGXDOV ZLOO KDYH WR FRSH DORQH $V D FRQVHTXHQFH µFRPPXQLW\ UHVLOLHQFH¶ KDV
EHFRPHDNH\SROLF\DQGLQGLYLGXDOVDUHH[SHFWHGWRVKDUHUHVSRQVLELOLW\IRUHPHUJHQF\
PDQDJHPHQW&2$*,IFOLPDWHFKDQJHLVH[SHFWHGWRLQFUHDVHWKHULVNRIODUJH
VFDOHFRPSOH[ IORRGV LQFUHDVLQJFRPPXQLW\ UHVLOLHQFH LV UHOHYDQWDQGZDUUDQWV IXUWKHU
H[DPLQDWLRQ
5HVLOLHQFHFDQEHGHILQHGDVWKHDELOLW\WRZLWKVWDQGDQHYHQWDQGWKHHDVHZLWKZKLFK
RQH FDQ ERXQFH EDFN IURP LW 7KXV UHVLOLHQFH FRXOG EH LQWHUSUHWHG DV µUHVSRQVH¶ DQG
µUHFRYHU\¶+RZZHOO\RXDUHDEOHWRUHVSRQGDQGUHFRYHUZLOOGHSHQGYHU\PXFKRQ\RXU
DELOLW\WRSUHYHQWPLWLJDWHDQGSUHSDUHSULRUWRWKHHYHQW,QPDQ\UHVSHFWVUHVLOLHQFHLV
WKHUHIRUH D UHLQYHQWLRQ RI WKH ZHOOHVWDEOLVKHG 3355 DSSURDFK WR HPHUJHQF\
PDQDJHPHQW,QDFRPPXQLW\FRQWH[WWKLVFDQHQFRPSDVVPDQ\GLIIHUHQWDVSHFWVVXFK
DV UHFRJQLVLQJ DQG DYRLGLQJ ULVN SULRU WR DQ HYHQW XQGHUVWDQGLQJ ORFDO HPHUJHQF\
PDQDJHPHQW DUUDQJHPHQWV SUHSDULQJ KRXVHKROG HPHUJHQF\ PDQDJHPHQW SODQV
FRYHULQJDSSURSULDWHUHVSRQVHWRZDUQLQJVWRHQVXUHSURWHFWLRQRI OLYHVDQGSURSHUW\
DFFHVV WR LQIRUPDWLRQ GXULQJ DQ HPHUJHQF\ DQG LQVXUDQFH FRYHUDJH 7KH 9LFWRULDQ
5HYLHZ DOVR GLVFXVVHV VRPH FKDUDFWHULVWLFV RI UHVLOLHQW FRPPXQLWLHV VXFK DV VWURQJ
FRPPXQLW\ QHWZRUNV SDUWQHUVKLSV WR KHOS LQFRUSRUDWH ORFDO NQRZOHGJH EXVLQHVV
FRQWLQXLW\SODQQLQJDQGYROXQWHHULQJ
:KLOH FRPPXQLW\ UHVLOLHQFH FRYHUV WKH ZKROH VSHFWUXP RI SUHYHQWLRQ SUHSDUDWLRQ
UHVSRQVH DQG UHFRYHU\ LW LV DGGUHVVHG LQ WKLV VHFWLRQ RQ SUHSDUDWLRQ EHFDXVH
LPSOHPHQWDWLRQ RI D FRPPXQLW\ UHVLOLHQFH VWUDWHJ\ FDQ EH YLHZHG DV SDUW RI WKH
SUHSDUDWLRQWKDWQHHGVWREHXQGHUWDNHQE\JRYHUQPHQW
$ZDUHQHVV RI IORRG ULVN LV VHHQDV D NH\ IDFWRU LQ LQFUHDVLQJ FRPPXQLW\ UHVLOLHQFH ,I




ODQG YDOXHV DQG LQVXUDQFH FRVW DUH GLVFXVVHG LQ WKH 9LFWRULDQ 5HYLHZ S  7KH
4XHHQVODQG ,QTXLU\ QRWHV WKDW SRVVLEOH GRZQVLGHV WR SXEOLF DYDLODELOLW\ RI IORRG ULVN
LQIRUPDWLRQ LQFOXGH LQWHOOHFWXDO SURSHUW\ LPSDFWVRQ ODQG YDOXHV LQVXUDQFHSULFHVDQG
OLDELOLW\ IRU LQFRUUHFW LQIRUPDWLRQ ,W VXJJHVWV WKHVH LVVXHV FRXOG EH DGGUHVVHG YLD D
FHQWUDO UHSRVLWRU\RI IORRGVWXG\GDWDZLWKFRQWUDFWXDODUUDQJHPHQWV IRU WKHGHSRVLWRI
DQG DFFHVV WR WKH GDWD S 'HVSLWH WKHVH GRZQVLGHV UHYLHZV DUH XQDQLPRXV LQ




7KH ILQDO4XHHQVODQG ,QTXLU\H[DPLQHVYDULRXVPHFKDQLVPV WR LPSURYHDZDUHQHVVRI




± ,Q DGGLWLRQ DOO UHYLHZV UHFRPPHQGHG WKDW LQIRUPDWLRQ EH LQFOXGHG WKDWZRXOG





VXJJHVWV WKHLU IXUWKHU GHYHORSPHQW WR HQDEOH WKH SXEOLF WR DVVHVV LQGLYLGXDO SURSHUW\
IORRGULVNV%ULVEDQH5HYLHZS3RWHQWLDOO\WKLVFRXOGDOORZSHRSOHWRDFFHVVWLPHO\
SURSHUW\VSHFLILF LQIRUPDWLRQRQ IORRGLQJGXULQJ IORRGHYHQWV DVZHOO DVSURYLGHD WRRO





SURSHUW\ LQPDNLQJ WKHGHFLVLRQ WRSXUFKDVHGLGQRW WXUQWKHLUPLQGVWR WKHSURSHUW\¶V
YXOQHUDELOLW\WRIORRG¶S7KHUHDUHDOVRVRFLRHFRQRPLFLPSOLFDWLRQVLQWKDWHYHQLI
ULVNV DUHZLGHO\ NQRZQ SRRUHU SHRSOHPD\ QRW EH DEOH WR DIIRUG WKH KLJKHU SXUFKDVH
SULFHRIOLYLQJLQDUHDVZLWKORZIORRGULVNVHHGLVFXVVLRQRIVDWHOOLWHOHJLVODWLRQDERYH





IORRGV 7KH LQWHULP4XHHQVODQG ,QTXLU\ UHSRUW QRWH H[DPSOHV ZKHUH FRXQFLOV DQG WKH
PHGLD KHOSHG UHVLGHQWV SUHSDUH ZHOO LQFOXGLQJ LQIRUPDWLRQ DERXW ULVN RI IORRGLQJ WKH
PHDQLQJDQGVLJQLILFDQFHRIZDUQLQJVFRQWDFWQXPEHUVIRUHPHUJHQF\VHUYLFHVKRZWR
SODQ IRU GLVDVWHUV DQG HYDFXDWLRQ SODQQLQJ:D\V LQ ZKLFK FRXQFLOV FDQ VXSSRUW ORFDO
EXVLQHVVHV WR SODQ IRU IORRGLQJ DUH SURYLGHG LQ WKH ILQDO 4XHHQVODQG ,QTXLU\ UHSRUW
SS±
3UREOHPVDUHRIWHQHQFRXQWHUHGLQHQVXULQJWKDWSHRSOHSUHSDUHIRUIORRGV)RUH[DPSOH




7KH HIILFDF\ RI WKH FRPPXQLW\ UHVLOLHQFH DSSURDFK KDV EHHQ TXHVWLRQHG ZLWK
VXJJHVWLRQV WKDW LV QRW HYLGHQFH EDVHG *RRGH HW DO  S  +RZHYHU










2WKHU UHFRPPHQGDWLRQV WR LPSURYH FRPPXQLW\ UHVLOLHQFH LVVXHV UHODWH WR LPSURYLQJ
IORRGZDUQLQJVHQVXULQJDSSURSULDWHFRPPXQLW\UHVSRQVHWRZDUQLQJVWKHSURWHFWLRQRI




:KLOH HPHUJHQF\ PDQDJHPHQW GRHV QRW DGGUHVV WKH XQGHUO\LQJ FDXVHV RI IORRG
GDPDJH LW PDQDJHV WKH UHVLGXDO ULVN WKDW UHPDLQV DIWHU SUHYHQWLRQ DQG PLWLJDWLRQ
4XHHQVODQG ,QTXLU\ ILQDO UHSRUW S+DQGPHU	'RYHUV  S :LWK FOLPDWH
FKDQJHPRUHSHRSOHDUH OLNHO\ WREHH[SRVHG WR IORRGLQJDVD UHVXOWRI LQFUHDVHGVHD
OHYHO FKDQJHVPRUH SURORQJHG RU LQWHQVH SUHFLSLWDWLRQ HYHQWV RU IORRGLQJ LQ GLIIHUHQW









7KH SODQQLQJ IRU HPHUJHQF\ PDQDJHPHQW LQ 4XHHQVODQG DQG 9LFWRULD UHYHDOV VRPH




GLIIHUHQW SRUWIROLR DJHQFLHV DQG UHVSRQVH DJHQFLHV ,Q 9LFWRULD LQFLGHQW DFWLRQ SODQV
JXLGHWKHUHVSRQVHIRUDVSHFLILFHYHQW5HFRYHU\ LVFRRUGLQDWHGYLDVHSDUDWHUHFRYHU\
SODQV 7KH UHTXLUHPHQW WR GHYHORS HPHUJHQF\ PDQDJHPHQW SODQV LV JHQHUDOO\
OHJLVODWHG WKRXJK QRW DOO W\SHV RI SODQV DUH LQFOXGHG IRU H[DPSOH WKHUH LV QR OHJDO
UHTXLUHPHQW IRU UHJLRQDO HPHUJHQF\ PDQDJHPHQW SODQV RU IORRG VXESODQV ± VHH
9LFWRULDQ5HYLHZS
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
:KLOH HPHUJHQF\ SODQQLQJ RFFXUV DW DOO OHYHOV RI JRYHUQPHQW WKHUH ZHUH VRPH
SDUWLFXODU FKDOOHQJHV IRU ORFDO JRYHUQPHQWV /RFDO FRXQFLOV DUH OHJDOO\ UHTXLUHG WR
UHVRXUFH DQG SUHSDUH0XQLFLSDO (PHUJHQF\ 0DQDJHPHQW 3ODQV LQ 9LFWRULD EXW KDYH
YDU\LQJ FDSDFLW\ WRGR VR /RFDO JRYHUQPHQWVGLIIHU JUHDWO\ LQ WHUPVRI GHPRJUDSKLFV
DUHD RI ODQG DQG DPRXQW RI LQIUDVWUXFWXUH VXFK DV URDGV IRU ZKLFK WKH\ DUH
UHVSRQVLEOH JHRJUDSKLF YXOQHUDELOLW\ WR GLVDVWHU H[SHULHQFH DQG UHVRXUFHV DYDLODEOH
9LFWRULDQ5HYLHZSS±4XHHQVODQG,QTXLU\LQWHULPUHSRUWS,Q4XHHQVODQG
ORFDO GLVDVWHUPDQDJHPHQW JURXSV DUH VHHQ DV KDYLQJ D SLYRWDO UROH LQ SODQQLQJ DQG
UHVSRQVH DFWLYLWLHV DQG WKLV LV YLHZHG DV DSSURSULDWH ZLWK WKH SURYLVR WKDW WKH\ DUH
JLYHQWKHQHFHVVDU\UHVRXUFHVDQGJXLGDQFH4XHHQVODQG,QTXLU\LQWHULPUHSRUWS
,QERWKVWDWHVFRXQFLODPDOJDPDWLRQVKDYHWDNHQSODFHZKLFKLVQRWDOZD\VUHIOHFWHGLQ
ORFDOOHYHO GLVDVWHUPDQDJHPHQW SODQQLQJ 4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW S 
9LFWRULDQ5HYLHZS  ,Q9LFWRULD FKDQJHV LQSURFXUHPHQW SURFHVVHVKDYHPHDQW
WKDW FRXQFLOV QR ORQJHU KDYH WKH UHVRXUFHV DYDLODEOH WR WKHP WKDW WKH\ GLG ZKHQ
HPHUJHQF\ PDQDJHPHQW OHJLVODWLRQ RULJLQDOO\ ZDV SDVVHG LQ  VXJJHVWLQJ WKDW D
UHYLVLRQ RI WKHLU UROH LQ HPHUJHQF\ SODQQLQJ LV QHHGHG IRU UHVRXUFLQJ LVVXHV VHH
6HFWLRQ7KHUROHRIPXQLFLSDOERGLHVQHHGVWREHFRPSOHPHQWDU\WRWKDWRI,QFLGHQW
&RQWURO&HQWUHVZKLFKDUHDOVRUHVSRQVLEOHIRUORJLVWLFUHVSRQVHSS±





PXQLFLSDO ERXQGDULHV FRLQFLGH ZLWK FDWFKPHQW ERXQGDULHV 7KH 9LFWRULDQ 5HYLHZ
UHFRPPHQGV WKDW HPHUJHQF\ SODQQLQJ VKRXOG EH EDVHG RQ JHRJUDSKLF ULVN UDWKHU WKDQ
DGPLQLVWUDWLYHERXQGDU\ SS± ,Q4XHHQVODQGFRRUGLQDWLRQRI UHVSRQVHZDV
FRPSOLFDWHG E\ ODFN RI FRQVLVWHQF\ EHWZHHQ DGPLQLVWUDWLYH ERXQGDULHV LQFOXGLQJ ORFDO
JRYHUQPHQW ERXQGDULHV GLVDVWHU GLVWULFW ERXQGDULHV DGPLQLVWUDWLYH SROLFH GLVWULFW
ERXQGDULHV HPHUJHQF\ VHUYLFHV ERXQGDULHV HJ ILUH DQG UHVFXH VHUYLFH DQG VWDWH
DJHQF\ERXQGDULHV8VLQJWKHQDWXUDOJHRJUDSKLFERXQGDULHVRIWKHGLVDVWHUZDVVHHQDV




UHJLRQDO IORRGSODQVJHQHUDOO\GLUHFWO\FRSLHG LQIRUPDWLRQFRQWDLQHG LQVWDWHSODQVZLWK
OLWWOH FRUUHODWLRQ EHWZHHQ WKH SODQ DQG WKH DFWXDO UHVSRQVH 6WDWH DQG UHJLRQDO IORRG
HPHUJHQF\SODQVZHUHDOVRFRQVLGHUDEO\RXWRIGDWHEUHDFKLQJUHTXLUHPHQWVSS
6RPHWLPHVIORRGVXESODQVRIPXQLFLSDOHPHUJHQF\PDQDJHPHQWSODQVZHUHRQO\
GUDIW RU LQFRPSOHWH S  9LFWRULDQ UHJLRQDO HPHUJHQF\ PDQDJHPHQW SODQV DUH
GHVFULEHGDV µDVSLUDWLRQDO DW EHVW¶ZLWK QR FDSDFLW\ DVVHVVPHQW WR SURYLGH DVVXUDQFH
WKDW LQ D ZLGHVSUHDG RU SURWUDFWHG HPHUJHQF\ DJHQFLHV DUH DEOH WR IXOILO WKH UROHV
DVVLJQHGWRWKHPS
,Q9LFWRULDLQFLGHQWDFWLRQSODQVDUHGHYHORSHGWRHQVXUHFRQWUROLVHVWDEOLVKHGGHILQHG




VXJJHVWV WKDW WR DGGUHVV WKLV WKHUH QHHGV WR EH D VWDQGDUGLVHG DSSURDFK WR




,Q 4XHHQVODQG D VLPLODU LVVXH RI YDULDEOH TXDOLW\ ZDV LGHQWLILHG ZLWK ORFDO GLVDVWHU
PDQDJHPHQW SODQV ,Q WKDW VWDWH WKH SURGXFWLRQ RI GLVDVWHU PDQDJHPHQW SODQV LV
DOUHDG\VXEMHFW WRVRPHVWDQGDUGLVDWLRQ WKURXJK(PHUJHQF\0DQDJHPHQW4XHHQVODQG
JXLGHOLQHV +RZHYHU WKH JXLGHOLQHV GR QRW SURYLGH VXIILFLHQW GHWDLO WR SURGXFH TXDOLW\
SODQV6RPHSODQVGLGQRWLGHQWLI\ULVNVVXFKDVLVRODWLRQRIFRPPXQLWLHV6RPHFRQWDLQ
LQVXIILFLHQW FRQWLQJHQF\ SODQQLQJ IRU EDFNXS VRXUFHV RI SRZHU IDFLOLWLHV RU PHDQV RI
FRPPXQLFDWLRQ VHH DOVR FRQWLQJHQF\ LVVXHV LQ %ULVEDQH 5HYLHZ SS ± 7KH
JXLGHOLQHVDUHFXUUHQWO\XQGHUUHYLVLRQ4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS
%RWK VWDWHV LGHQWLI\ D ODFN RI FDSDELOLW\ DQG FDSDFLW\ DVVHVVPHQW LQ SODQQLQJ DQG
UHFRPPHQG GRFXPHQWHG DVVHVVPHQW SURFHVVHV RU VWDQGDUGV 9LFWRULDQ 5HYLHZ SS
4XHHQVODQG,QTXLU\ILQDOUHSRUWS
$QRWKHU LVVXHZDV WKDW UHVSRQVHSODQVVRPHWLPHVGLGQRWH[LVW7KLVDSSHDUV WRKDYH
EHHQPRUH RI D SUREOHP LQ9LFWRULD WKDQ4XHHQVODQG ,I DPXQLFLSDOLW\ LV VXEMHFW WR D
VSHFLILF KD]DUG SODQQLQJ IRU LW LV DQ H[SHFWHG WKRXJK QRW D OHJLVODWHG UHTXLUHPHQW
+RZHYHUPDQ\PXQLFLSDOSODQVGLGQRWFRQWDLQ IORRGVXESODQVGHVSLWHEHLQJ ORFDWHG
ODUJHO\RQIORRGSODLQV7KHVHIORRGVXESODQVFDQEHDQLPSRUWDQWVRXUFHRILQIRUPDWLRQ
IRU LQFLGHQW DFWLRQSODQV 9LFWRULDQ5HYLHZSS  ±7KHUHZDVQRVWDWH OHYHO
LQFLGHQW DFWLRQ SODQ GHVSLWH WKLV EHLQJ D OHJDO UHTXLUHPHQW 7KHUHZDV DOVR D ODFN RI




$VROXWLRQ LQ WHUPVRIERWK WKHTXDOLW\DQGFUHDWLRQRISODQV LQFOXGHV LPSURYHG UHYLHZ
DQG DXGLW 9LFWRULDQ 5HYLHZ SS   ±  4XHHQVODQG ,QTXLU\ LQWHULP
UHSRUWSS4XHHQVODQG,QTXLU\ ILQDO UHSRUWSS±$XGLWZDVQHHGHGRI
ERWKUHJLRQDODQG ORFDOSODQVZLWK LQGHSHQGHQFHRI WKHDXGLWLQJDJHQF\DOVREHLQJDQ
LVVXH9LFWRULDQ5HYLHZSS7KH4XHHQVODQG,QTXLU\UHSRUWVWKDWDQHIIHFWLYH
UHYLHZV\VWHPKDVEHHQFUHDWHGVLQFHWKHSXEOLFDWLRQRILWVLQWHULPUHSRUW&RRUGLQDWHG
E\ WKH VWDWHOHYHO (PHUJHQF\ 0DQDJHPHQW 4XHHQVODQG (04 GLVWULFW GLVDVWHU
PDQDJHPHQW FRRUGLQDWRUV UHYLHZ WKH SODQV IURP WKHLU DUHDV XVLQJ D VWDQGDUGLVHG
















7KH 9LFWRULDQ 5HYLHZ GLVFXVVHV WKH HOHPHQWV RI D IORRG ZDUQLQJ QHWZRUN LQ LWV ILUVW
FKDSWHUS,Q±DUHDVZHUHIORRGHGWKDWKDGQRWSUHYLRXVO\EHHQWKRXJKWRI






WR VLJQLILFDQW GDWD JDSV SS  'LVWXUELQJO\ WKHUH DSSHDUV WR EH QR FRUUHODWLRQ
EHWZHHQIORRGULVNDQGWKHFRYHUDJHRIWKHIORRGZDUQLQJQHWZRUNS
7KH9LFWRULDQ5HYLHZ UHFRPPHQGV WKDW IORRGZDUQLQJV\VWHPVEHGHYHORSHG IRU HDFK
EDVLQWRHQVXUHDGHTXDWHFRYHUDJHRIZDUQLQJV\VWHPVLQFOXGLQJSODFHVQRWSUHYLRXVO\
NQRZQ WR EH IORRG SURQH 7KLV ZLOO EH SDUWLFXODUO\ XVHIXO IRU DUHDV WKDW FDQ H[SHFW
LQFUHDVHGSUHFLSLWDWLRQLQWHQVLW\GXHWRFOLPDWHFKDQJH
'DWDFROOHFWLRQ
$GHTXDWH GDWD FROOHFWLRQ DQG LQWHUSUHWDWLRQ RI IORRG EHKDYLRXU YLD IORRG LQIRUPDWLRQ
V\VWHPVDUHSUHUHTXLVLWHVIRUDFFXUDWHDQGWLPHO\IORRGZDUQLQJV:LWKFOLPDWHFKDQJH
(DVWHUQ $XVWUDOLD FDQ H[SHFW PRUH IODVK IORRGLQJ GXH WR PRUH LQWHQVH SUHFLSLWDWLRQ
HYHQWVDVZHOODVDQLQFUHDVHLQµXQSUHFHGHQWHG¶HYHQWVVRDQ\LPSURYHPHQWVWKDWFDQ
EHPDGH WRGDWDFROOHFWLRQDQGZDUQLQJV\VWHPVZLOOEHRIJUHDW LPSRUWDQFH LQFRSLQJ
ZLWKWKLV
7KH UHYLHZV DOO UHYHDO LVVXHV ZLWK WKH W\SH DQG GLVWULEXWLRQ RI JDXJHV IRU PHDVXULQJ
VWUHDP IORZ DQG SUHFLSLWDWLRQ 6WUDWHJLFDOO\ SODFHG JDXJHV FDQ LPSURYH ERWK WKH
WLPHOLQHVVDQGDFFXUDF\RIIRUHFDVWVDQGZDUQLQJV)RUH[DPSOHDW(PHUDOGWKHLQWHULP
4XHHQVODQG ,QTXLU\ VXJJHVWV WKDW D ZHOOSODFHG JDXJHPLJKW SURYLGH WKH FRXQFLO ZLWK
±KRXUVRIDGGLWLRQDOZDUQLQJWLPHS7KH,QTXLU\DOVRGLVFXVVHVWKHODFNRI
JDXJHV LQ WKH XSSHU FDWFKPHQW DERYH WKH:LYHQKRH 'DP ZKLFK FRQWULEXWHG WR WKH
GLVUHJDUGRIUDLQIRUHFDVWVZKHQGHWHUPLQLQJZKLFKGDPVWUDWHJ\WRRSHUDWHSS±
7KH W\SHV RI JDXJHXVHGDUH DOVR GLVFXVVHGZLWK$/(57JDXJHVEHLQJ VHHQDV WKH
PRVW XVHIXO IRU IORRG ZDUQLQJV LQFOXGLQJ IODVK IORRGLQJ 7KHVH JDXJHV WUDQVPLW GDWD
FRQWLQXRXVO\LQUHDOWLPHUDWKHUWKDQDWSHULRGLFLQWHUYDOVDQGWKH\FDQDOVRDXWRPDWLFDOO\
VHQGZDUQLQJVYLD606RUHPDLO WRFRXQFLO VWDIIZKHQ WULJJHUVDUH UHDFKHG±VXFKDV
ULYHUKHLJKWS7KH9LFWRULDQ5HYLHZVLPLODUO\UHFRPPHQGVWKHXVHRIDXWRPDWHG
JDXJHVWKDWWUDQVPLWGDWDLQUHDOWLPHS




5HVRXUFLQJ LVVXHVDUHDELJ LPSHGLPHQW WR LPSURYHGFRYHUDJHRIGDWDFROOHFWLRQ7KH
LQWHULP4XHHQVODQG ,QTXLU\ UHSRUW UHFRPPHQGV VWDWH JRYHUQPHQW DVVLVWDQFH WR LQVWDOO
JDXJHV SDUWLFXODUO\ LQ DUHDV VXVFHSWLEOH WR IODVK IORRGLQJ ,W DOVR QRWHV DVVLVWDQFH LV
DYDLODEOH XQGHU WKH &RPPRQZHDOWK 1DWXUDO 'LVDVWHU 5HVLOLHQFH 3URJUDP +RZHYHU
RQFH JDXJHV DUH LQVWDOOHG FRXQFLOV LQFXU DQ RQJRLQJ PDLQWHQDQFH OLDELOLW\ S 
:KLOHWKH4XHHQVODQG,QTXLU\UHFRJQLVHVRQJRLQJPDLQWHQDQFHDVDQLVVXHWKLV LVQRW
DGGUHVVHGLQWKHUHFRPPHQGDWLRQV
,Q 9LFWRULD PRQLWRULQJ LV RYHUVHHQ E\ WKH VWDWH JRYHUQPHQW ZKLFK DUUDQJHV VXUIDFH
ZDWHUPRQLWRULQJFRQWUDFWVRQDFRVWVKDULQJEDVLVUHGXFLQJRYHUDOOFRVW,WQRWHVPRUH
WKDQ RQFH WKH LQDGHTXDF\ RI FXUUHQW DUUDQJHPHQWV ZKHUHE\ WKH FRVW RI PDLQWDLQLQJ
JDXJHVLVERUQHE\ ORFDOJRYHUQPHQWUHVXOWLQJ LQGDWDJDSVSS:KLOHQR
VSHFLILF UHFRPPHQGDWLRQ LVPDGH UHJDUGLQJPDLQWHQDQFH RI JDXJHV WKH UHYLHZ GRHV
UHFRPPHQGWKHFODULILFDWLRQRIUROHVUHVSRQVLELOLWLHVDQGFRVWVKDULQJDUUDQJHPHQWVIRU
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
IORRG ZDUQLQJ V\VWHPV S  ,Q VRPH FDVHV GDP RZQHUV DQG RSHUDWRUV FRXOG EH
PDGHUHVSRQVLEOHIRUGDWDFROOHFWLRQ9LFWRULDQ5HYLHZS
3ODQQLQJIRUWKHXQSUHFHGHQWHG
7KH ZRUG µXQSUHFHGHQWHG¶ LV XVHG UHSHDWHGO\ LQ WKH UHYLHZV WR GHVFULEH IORRGLQJ
LQFLGHQWVLQVRPHDUHDVHJ9LFWRULDQ5HYLHZSS<HWµXQSUHFHGHQWHG¶
LV D GHILQLQJ FKDUDFWHULVWLF RI FOLPDWH FKDQJH IORRGLQJ ERWK LQ WHUPV RI ORFDWLRQ DQG
PDJQLWXGH
$GHVFULSWLRQRIRQHVXFKHYHQW LVJLYHQ LQ WKH LQWHULP4XHHQVODQG ,QTXLU\ UHSRUW µWKH
+HOLGRQJDXJHVSLNH¶S,QIRUPDWLRQIURPVWUHDPJDXJHVWRPRQLWRUULYHUKHLJKWDW
+HOLGRQ LV IHG UHPRWHO\ LQWR WKH %R0 LQIRUPDWLRQ V\VWHP 7KH 4XHHQVODQG ,QTXLU\
UHSRUWV WKDWRQ-DQXDU\ WKH%R0FRPSXWHUDXWRPDWLFDOO\PDUNHGPRVWRI WKH
JDXJH UHDGLQJV DV LQFRUUHFW 0RUHRYHU %R0 VWDII EHOLHYHG WKDW WKH UHDGLQJV ZHUH
FKDUDFWHULVWLFRIDIDXOW\VWDWLRQ7KHJDXJHVGLGLQGHHGIDLOZKHQWKHZDWHUURVHVRKLJK
WKDW WKH\ ZHUH LQXQGDWHG +RZHYHU WKH DVVXPSWLRQ E\ %R0 VWDII WKDW WKH HDUOLHU
UHDGLQJVZHUH IDXOW\ SURYHG LQFRUUHFW7KLV GLVSOD\V IDLOXUHV RQPDQ\ OHYHOV LQFOXGLQJ
WKH %R0 FRPSXWHUV LQWHUSUHWLQJ GDWD DV ZURQJ WKH SRVLWLRQLQJ RI WKH JDXJHV EHLQJ
LQVXIILFLHQW WR FRSH ZLWK WKH GHSWK RI WKH IORRG WKH LQWHUSUHWDWLRQ RI GDWD E\ %R0
SHUVRQQHODQGWKHODFNRIFRUURERUDWLQJVRXUFHVRILQIRUPDWLRQ
7KH 4XHHQVODQG ,QTXLU\ PDGH QR UHFRPPHQGDWLRQ UHJDUGLQJ WKH PDMRULW\ RI WKHVH
IDLOXUHV H[FXVLQJ WKHP RQ WKH EDVLV RI WKH XQSUHFHGHQWHG QDWXUH RI WKH HYHQW DQ
DWWLWXGH WDNHQ E\ DOO WKH UHYLHZV WR VXFK HYHQWV +RZHYHU LW GLG UHFRPPHQG XVH RI
DPDWHXUZHDWKHUZDWFKJURXSVDVDQDGGLWLRQDOVRXUFHRIORFDOLQIRUPDWLRQWKDWFRXOGEH
XVHG WR FRQILUP XQH[SHFWHG UHVXOWV RQ WKH JURXQG DQG PHDVXUHV WR LPSURYH
FRPPXQLFDWLRQ EHWZHHQ %R0 DQG WKHVH JURXSV S  7KH UHSRUW QRWHV WKDW
µDXWRPDWHG V\VWHPV DUH H[WUHPHO\ XVHIXO EXW WKHLU H[LVWHQFH VKRXOG QRW OHDG WR
GLVUHJDUGRIWKHYDOXHRIKXPDQREVHUYDWLRQDQGORFDONQRZOHGJH¶S
,I RSHUDWLQJ LQ D FKDQJLQJ FOLPDWH FKDQJH ZH QHHG WR EHFRPH PRUH DGHSW DW
SUHSDUDWLRQ DQG SODQQLQJ IRU WKH XQSUHFHGHQWHG 7KLV FRXOG LQFOXGH EHWWHU GDWD





7KH 9LFWRULDQ 5HYLHZ HQGRUVHV WKH 7RWDO )ORRG :DUQLQJ 6\VWHP DV WKH EHVW
PDQDJHPHQWSUDFWLFHWKDWVKRXOGEHDGRSWHGIRUSURYLGLQJZDUQLQJVSS±
7KH JRYHUQDQFH RI WKH IORRG ZDUQLQJ QHWZRUN LV GLVFXVVHG LQ WKH 9LFWRULDQ 5HYLHZ
ZKLFK QRWHV WKDW WKHUH LV D QHHG IRU FODULILFDWLRQ RI WKH UHVSHFWLYH UROHV DQG
UHVSRQVLELOLWLHVRI%R0VWDWHJRYHUQPHQWDJHQFLHVDQGORFDOJRYHUQPHQW&RQVLGHUDWLRQ
RIH[SHUWLVHDQGUHVRXUFHVERWKQHHGWREH IDFWRUHG LQWR WKLVDQGWKHUHSRUWVXJJHVWV
WKDWVRPHUHVSRQVLELOLWLHVIDOO LQDSSURSULDWHO\RQORFDOJRYHUQPHQW7KHODFNRIFODULW\LQ
WKHFXUUHQWIUDPHZRUNKDVOHGWRDODFNRIDFFRXQWDELOLW\DQGLQDGHTXDWHVHUYLFHGHOLYHU\
SS ±7KH LQWHULP4XHHQVODQG ,QTXLU\ SURYLGHV IXUWKHU HYLGHQFH WR VXSSRUW WKLV
YLHZ :KLOH VRPH FRXQFLOV ZHUH GLUHFWO\ FRQWDFWHG E\ %R0 PDQ\ EDGO\ DIIHFWHG
ORFDOLWLHV±VXFKDV7RRZRRPED±ZHUHQRW4XHHQVODQG,QTXLU\LQWHULPUHSRUWS
3XEOLFO\DYDLODEOH LQIRUPDWLRQSURYLGHGE\%R0ZDVJHQHUDOLVHGDQGUHODWHG WRUHJLRQV
UDWKHU WKDQ LGHQWLI\LQJ VSHFLILF ORFDOLWLHV 7KLVPHDQW WKDW SHRSOH QHHGHG WR EH DZDUH

*HQHUDOO\ µXQSUHFHGHQWHG¶PHDQVWKH µZRUVWRQUHFRUG¶$V$XVWUDOLDKDVYHU\VKRUWUHFRUGRI
FROOHFWLQJ IORZ GDWD IORRGV ZLWKLQ QDWXUDO YDULDELOLW\ DUH DOVR OLNHO\ WR H[FHHG WKRVH SUHYLRXVO\
UHFRUGHG
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
ZKLFKUHJLRQ WKH\ZHUH LQ7KH/RFN\HU9DOOH\ZDV LQFOXGHGE\%R0 LQ WKH µ6RXWKHDVW
&RDVW GLVWULFW¶ GHVSLWH EHLQJ VRPH GLVWDQFH IURP WKH FRDVW S 7KH LQWHULP
4XHHQVODQG ,QTXLU\ UHSRUW PDNHV VHYHUDO UHFRPPHQGDWLRQV UHODWLQJ WR LPSURYLQJ WKH
FRPPXQLFDWLRQ RI ZDUQLQJV E\ %R0 WR ORFDO FRXQFLOV DQG IRU SXEOLF UHOHDVH 7KH




:KLOH ORFDOJRYHUQPHQWVDQG9,&6(6LQ9LFWRULDDUHSULPDULO\ UHVSRQVLEOH IRU LVVXLQJ
IORRGZDUQLQJV WRSHRSOHZLWKLQ WKHLUPXQLFLSDOLWLHV GDPRSHUDWRUVDUH UHVSRQVLEOH IRU
ZDUQLQJ WKRVH GRZQVWUHDP RI GDP RXWIORZV LQ YLHZ RI WKH IDFW WKDW ZDWHU OHYHOV FDQ
WKUHDWHQ EHIRUH FRXQFLOV KDYH WLPH WR LVVXH ZDUQLQJV 7KH\ DUH DOVR UHVSRQVLEOH IRU
FRPPXQLFDWLQJLQIRUPDWLRQDERXWRXWIORZVPRUHZLGHO\WR%R0VWDWHJRYHUQPHQWORFDO
FRXQFLOV DQG HPHUJHQF\ UHVSRQVH SHUVRQQHO 5HFRPPHQGDWLRQV RI ERWK WKH
4XHHQVODQGDQG9LFWRULDQUHYLHZVZHUHDLPHGDWLPSURYLQJFRPPXQLFDWLRQVSURFHVVHV
±IRUH[DPSOHWKURXJKHPSOR\LQJGHGLFDWHGFRPPXQLFDWLRQVVWDIIVWUHDPOLQLQJVLWXDWLRQ
UHSRUWVYLDDVLQJOHSUR IRUPDGRFXPHQWIRUGLVWULEXWLRQ WRDOO LQWHUHVWHGSDUWLHVXVHRI
WKH ZHE WR FRPPXQLFDWH ZLWK WKH SXEOLF DQG PHGLD GHYHORSLQJ FRPPXQLFDWLRQV
SURWRFROVDQGFRPPXQLFDWLRQVSURFHGXUHVLQWKHLUHPHUJHQF\DFWLRQSODQVDQGPDNLQJ




DUUDQJHPHQWV HJ HYDFXDWLRQ FHQWUHV ZDUQLQJV DQG VLWXDWLRQ XSGDWHV WKH\ DOVR
SURYLGH LQIRUPDWLRQ DQG UHTXHVW DVVLVWDQFH ,I FRPPXQLWLHV DUH H[SHFWHG WR EHPRUH
VHOIVXIILFLHQW LQ FRSLQJ ZLWK ODUJHVFDOH HPHUJHQFLHV WKH\ QHHG DFFXUDWH DQG WLPHO\
LQIRUPDWLRQ
3UREOHPV ZHUH H[SHULHQFHG ZLWK WKH WLPHOLQHVV DQG FRQWHQW RI IORRG ZDUQLQJV 0DQ\
SHRSOH UHFHLYHGZDUQLQJV WRR ODWH DQG WKH FRQWHQW RI WKHPHVVDJLQJZDV QRW DOZD\V








DUH IRU \RXUSURSHUW\DQGXVHRI URDGQDPHV WKDWZHUHQRW LQXVH ORFDOO\7KLV LV IDU
IURPDQH[KDXVWLYHOLVWRIWKHLVVXHVZLWKFRQWHQW
9DULRXV VROXWLRQV DUH SURSRVHG VXFK DV SUHGHWHUPLQHG WHPSODWHV WR UHGXFH GUDIWLQJ
WLPH DQG WR HQVXUH DSSURSULDWH ODQJXDJH DQG LQIRUPDWLRQ DUH LQFOXGHG 7KLV ZRXOG
EHQHILWERWKWLPHOLQHVVDQGDFFXUDF\RIZDUQLQJV,PSURYHGFRPPXQLFDWLRQVSURFHVVHV
DQGJUHDWHUFODULW\DERXWWKHDUHDFRYHUHGE\ZDUQLQJVZHUHLPSRUWDQWLVVXHVWRHQVXUH
WKRVH DW ULVN ZHUH DZDUH WKDW WKH ZDUQLQJ DSSOLHG WR WKHLU DUHD VHH DERYH  2QH
SDUWLFXODUO\ XVHIXO WRRO ZDV GHVFULEHG LQ WKH %ULVEDQH 5HYLHZ WKH ZHEEDVHG WRROV
)ORRG:LVHDQG)ORRG0DS7KH UHYLHZ VXJJHVWV WKDW WKHUH LV DQ RSSRUWXQLW\ WR IXUWKHU
GHYHORS WKHVH WRROV WR HQDEOH SHRSOH WR DFFHVV SURSHUW\VSHFLILF LQIRUPDWLRQ WR KHOS
WKHPSUHGLFWIORRGOHYHOVDQGSODQIRUHYDFXDWLRQS7KHLQWHULP4XHHQVODQG,QTXLU\
DOVR GLVFXVVHV WKH %ULVEDQH IORRGPRGHO µWKH %HQGHU¶ ZKLFK FDQ LQWHJUDWH QXPHURXV




7KH 9LFWRULDQ5HYLHZ QRWHV WKDW WKHUH LV D FRQIOLFW EHWZHHQ WKH SURYLVLRQ RI DFFXUDWH
ZDUQLQJVDVRSSRVHG WR WLPHO\ZDUQLQJV ,W VXJJHVWV WKDW WLPHO\ZDUQLQJVEHJLYHQ WR
SURYLGH OHDG WLPH DQG WKDW SURJUHVVLYH XSGDWHV FDQ LPSURYH DFFXUDF\ +RZHYHU IRU





URDGV LQFOXGH URDGFORVXUH VLJQV XVH RI WRXULVW LQIRUPDWLRQ FHQWUHV WR SURYLGH





7KH%ULVEDQH5HYLHZGLVFXVVHVD VLJQLILFDQW EUHDNGRZQRI FRPPXQLFDWLRQVZKHQ WKH
ZHESRUWDOLWZDVXVLQJEHFDPHRYHUZKHOPHG7KLVDIIHFWHGFRPPXQLW\DFFHVVWRIORRG
PDSV DQG IORRG LQIRUPDWLRQ DQG DOVR LPSDFWHG RQ FRXQFLO¶V HPDLO DQG GDWD V\VWHPV
7KHZHEVLWHZDVFRQYHUWHGWRDVWDWLFZHEVLWHDQGZHEVLWHRSHUDWLRQZDVPRYHGWREH
KRVWHG H[WHUQDOO\ WR UHOLHYH GHPDQG RQ WKH FRXQFLO¶V V\VWHP 606 DOHUWV ZHUH DOVR
GHOD\HG GXH WR QHWZRUN FRQJHVWLRQ DQG UHGXFWLRQ LQ FDSDFLW\ RIPRELOH WRZHUV GXH WR
SRZHUORVVSS±/DUJHVFDOHIORRGLQJLVH[SHFWHGWRLQFUHDVHZLWKFOLPDWHFKDQJH






OLNHO\ WR LQFUHDVH IODVK IORRGLQJ 1RWW  +RZHYHU ERWK WKH 4XHHQVODQG DQG







QRW EH FRYHUHG E\ ZHDWKHU JDXJHV SS ± 6RPH ZDUQLQJ V\VWHPV ZHUH
FRPSURPLVHGE\ROGKDUGZDUHRUVWDIILQJLVVXHVS$QRWKHULVVXHZDVDQHPSKDVLV
RQ GDWD DQG IRUHFDVWV DQG WRR OLWWOH DWWHQWLRQ JLYHQ WR PHVVDJH FRQVWUXFWLRQ DQG
FRPPXQLW\HGXFDWLRQS
7KH 9LFWRULDQ 5HYLHZ LQGLFDWHV ILYH NH\ RSSRUWXQLWLHV WR LPSURYH WKH HIIHFWLYHQHVV RI
IODVKIORRGZDUQLQJV\VWHPV








x XVHRISUHVFULSWHGZDUQLQJV WRSURYLGH LQIRUPDWLRQZRUGHG WR\LHOGDSSURSULDWH




RU LQMXU\ WR KXPDQV SURSHUW\ ORVV RU GDPDJH DQG GDPDJH WR WKH HQYLURQPHQW LQ
4XHHQVODQG4XHHQVODQG,QTXLU\LQWHULPUHSRUWSDQGWRPLQLPLVHWKHWKUHDWDQG
LPSDFW WR SHRSOH SURSHUW\ DQG WKH HQYLURQPHQW LQ 9LFWRULD 9LFWRULDQ 5HYLHZ S 
7KHVHDLPVDUHDUWLFXODWHGLQWKH'LVDVWHU0DQDJHPHQW$FW4OGDQGWKH9LFWRULDQ
6WDWH)ORRG5HVSRQVH3ODQUHVSHFWLYHO\
7KH HPHUJHQF\ UHVSRQVH LQ ERWK 4XHHQVODQG DQG 9LFWRULD UHYHDOHG WKDW FXUUHQW
DUUDQJHPHQWVDUHVXLWDEOHIRUDPRGHVWIORRGHYHQWEXWFDQQRWFRSHZLWKDQHYHQWRQWKH
VFDOH RI WKH ± IORRGV 7KHUH ZHUH FRPPXQLFDWLRQV IDLOXUHV VKRUWDJHV RI
SHUVRQQHOERWKLQWHUPVRIQXPEHUVDQGWUDLQLQJDQGDODFNRIVXLWDEOHHTXLSPHQWDQG




UHSRUW SS ± 7KH 9LFWRULDQ 5HYLHZ VXJJHVWV WKDW 9LFWRULD¶V HPHUJHQF\
PDQDJHPHQW IUDPHZRUN LV VLPLODUO\ IODZHG ,W KLJKOLJKWV WKH ODFN RI FDSDFLW\ DQG
FDSDELOLW\ RI 9LFWRULDQ HPHUJHQF\PDQDJHPHQW DJHQFLHV WR KDQGOH UDSLGRQVHW ODUJH
VFDOHHYHQWVRI ORQJGXUDWLRQ 9LFWRULDQ5HYLHZ LQWHULPUHSRUWS9LFWRULDQ5HYLHZ
ILQDOUHSRUWS+DQGPHUDQG'RYHUVSS±FKDUDFWHULVHVXFKHYHQWVDV
µFRPSOH[¶DQGWKLVILWVZHOOZLWKGHVFULSWLRQVRISRVVLEOHH[WUHPHZHDWKHUHYHQWVFDXVHG
E\ FOLPDWH FKDQJH 5HYLHZ ILQGLQJV RQ LPSURYLQJ WKH PDQDJHPHQW RI ODUJH VFDOH
HPHUJHQFLHVPD\WKHUHIRUHKROGVRPHLPSRUWDQWOHVVRQVIRUFOLPDWHFKDQJHDGDSWDWLRQ
&DSDELOLW\DQGFDSDFLW\LVVXHV
&OLPDWH FKDQJH LV H[SHFWHG WR SODFH LQFUHDVLQJ GHPDQGV RQ HPHUJHQF\ VHUYLFHV
*LVVLQJHWDO7KHUHVSRQVHWRWKH±IORRGVGHPRQVWUDWHGVLJQLILFDQWODFN
RI FDSDFLW\ 6RPH LVVXHV LQFOXGLQJ D ODFN RI VXLWDEOH WUDLQLQJ DQG HTXLSPHQW DUH
LPSOLFDWHGLQGHDWKV
x :HEVLWH DQG FDOO FHQWUH XVH VXUJHG VRPHWLPHV FDXVLQJ V\VWHPV WR IDLO
FRPSOHWHO\ %ULVEDQH5HYLHZ SS ±9LFWRULDQ5HYLHZ S 4XHHQVODQG
,QTXLU\LQWHULPUHSRUWSS±
x 7KHUHZDVDODFNRIVWDIIQXPEHUVDQGWUDLQHGVWDII9LFWRULDQ5HYLHZSS±
 4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW SS ±  ,Q FRPSOH[
HPHUJHQFLHV RI ORQJ GXUDWLRQ FRYHULQJ ZLGH JHRJUDSKLF DUHDV DGHTXDWH
QXPEHUVRI UHVSRQVHVWDIIDUHQHHGHG LQFOXGLQJDOORZDQFHVIRUVWDII WRZRUN LQ
VKLIWV7KH9LFWRULDQ5HYLHZQRWHVWKDWWKH6(6DQGILUHEULJDGHVFRPSHWHIRUWKH
VDPH SRRO RI YROXQWHHUV DQG RIWHQ KDYH RYHUODSSLQJ PHPEHUVKLS :KLOH
LQFUHDVLQJYROXQWHHULVPLVRQHDSSURDFKWKHUHDUHVLPSO\QRWHQRXJKSHRSOHLQ
VRPHUXUDODUHDVWRVXVWDLQFRPPXQLW\EDVHGYROXQWHHURUJDQLVDWLRQV
x 7KHUH ZHUH DQ LQVXIILFLHQW QXPEHU RI IDFLOLWLHV IRU IORRG LQFLGHQWV 9LFWRULDQ
5HYLHZS
x (TXLSPHQW ZDV VRPHWLPHV ODFNLQJ RU XQVXLWDEOH 9LFWRULDQ 5HYLHZ S 
4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS±
6ROXWLRQV LQFOXGHG XSJUDGLQJ ,7 RU FRPPXQLFDWLRQ V\VWHPV WR LPSURYH FDSDFLW\ RU
RYHUIORZIXQFWLRQDQGUHGXFHFRQJHVWLRQDQGGDWDHQWU\9LFWRULDQ5HYLHZSS±
4XHHQVODQG,QTXLU\ LQWHULPUHSRUWSS WKHXVHRIDVWDWLFZHEVLWH WRUHGXFH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
GHPDQG RQ SURFHVVLQJ SRZHU DQG EDQGZLGWK %ULVEDQH 5HYLHZ S  FDSDFLW\
DVVHVVPHQW 9LFWRULDQ5HYLHZSS4XHHQVODQG ,QTXLU\ ILQDO UHSRUWSS
± SULRU OHDUQLQJ UHFRJQLWLRQ 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW S  LPSURYHG
YROXQWHHU UHFUXLWPHQW DQG UHVRXUFLQJ 4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW SS±
DQG LPSURYHG WUDLQLQJ LQ WHUPV RI ERWK TXDOLW\ DQG RSSRUWXQLWLHV DYDLODEOH 9LFWRULDQ
5HYLHZSS±4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS±




W\SHVRI HPHUJHQFLHV YDU\LQJ IURPQDWXUDO GLVDVWHUV WR WHUURULVPRU SDQGHPLFV XVLQJ
WKHVDPHPDQDJHPHQWDUUDQJHPHQWV ,WDOVRDLPV WR LQWHJUDWHDUUDQJHPHQWVEHWZHHQ
DOODJHQFLHV LQYROYHG LQFOXGLQJ1*2V7KLVDSSURDFKKDV ORQJEHHQXVHG LQ$XVWUDOLD
IRU HPHUJHQF\PDQDJHPHQW ,W ZDV SURPRWHG LQ WKH µ&RPPRQZHDOWK FRXQWHU GLVDVWHU
FRQFHSWV DQG 3ULQFLSOHV¶ LQ  DQG FRQWLQXHV WR EH D NH\ FRQFHSW LQ WKH FXUUHQW




 IORRGV/DUJHHPHUJHQFLHVDUHEH\RQG WKH UHVSRQVHFDSDFLW\RIDQ\VLQJOHDJHQF\
9LFWRULDQ5HYLHZS4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS±,WLVLPSUDFWLFDO
WRPDLQWDLQ ODUJHQXPEHUVRI WUDLQHGIORRGUHVSRQGHUVZLWK WKHFDSDFLW\ WRFRSHZLWKD
LQ  \HDU IORRG LI WKH\ DUH QRW XVHG IRU \HDUV EHWZHHQ HYHQWV +RZHYHU LI DOO
DJHQFLHVDUHDEOHWRZRUNWRJHWKHUWRDGGUHVVDQ\KD]DUGQRW MXVW WKHRQHZLWKZKLFK
WKH\DUHSULPDULO\ WDVNHG WKHLU MRLQHGXSFDSDFLW\ZLOO LQFUHDVHWKHDELOLW\ WRFRSHZLWK
ODUJHVFDOH HPHUJHQFLHV :KLOH WKH 4XHHQVODQG ,QTXLU\ OHVV RYHUWO\ SURPRWHV µDOO
KD]DUGV¶DVDFRQFHSWWKHHPHUJHQF\UHVSRQVHLVVXHVUHYHDOHGE\WKHLQTXLU\DVZHOO
DVWKHUHFRPPHQGDWLRQVLWPDNHVRYHUODSZLWKWKRVHRIWKH9LFWRULDQ5HYLHZ
7KHUH DUH D QXPEHU RI EDUULHUV WR LPSOHPHQWLQJ WKLV DSSURDFK 7KHVH LQFOXGH ODFN RI
LQWHURSHUDELOLW\RIV\VWHPVXVHGE\GLIIHUHQWDJHQFLHVSRRUJRYHUQDQFHDQG OHJLVODWLYH
EDUULHUV9LFWRULDQ5HYLHZS
3RRU JRYHUQDQFH FDQ KDPSHU DQ LQWHJUDWHG DSSURDFK WR HPHUJHQF\PDQDJHPHQW ,Q
9LFWRULDWKHUHLVQRVLQJOHRIILFLDOUHVSRQVLEOHIRUDOOFRQWURODJHQFLHVS6WDWHOHYHO
JRYHUQDQFH LV H[WUDRUGLQDULO\ FRPSOH[ FRPSULVLQJ RI DQ HPHUJHQF\ PDQDJHPHQW
FRXQFLO 9(0&DQGFRPPLWWHHV$QXQILQLVKHG UHYLHZRI WKH9(0& LQ IRXQG
WKH (PHUJHQF\ 0DQDJHPHQW $FW  9LF SURYLGHG WKH 9(0& ZLWK QR FOHDU UROH
LQWHQW IXQFWLRQRUSXUSRVH7KHFRXQFLO LV WRR ODUJHWREHHIIHFWLYHPHHWV LQIUHTXHQWO\
GRHV QRW HQVXUH D VWUDWHJLF ZKROHRIVHFWRU DSSURDFK DQG GRHV QRW KROG RWKHU
FRPPLWWHHVWRDFFRXQWSS±
7KH  FRPPLWWHHV DUH LQWHQGHG WR HQVXUH FRPSUHKHQVLYH DQG LQWHJUDWHG HPHUJHQF\
PDQDJHPHQW 7KH\ FRYHU VSHFLILF HPHUJHQF\ W\SHV DQG VRPH FRPPLWWHHV SURYLGH






UHVSHFWLYH UROHV 7KH UHYLHZ UHFRPPHQGV D UHFRQILJXUDWLRQ RI WKH 9(0& DQG




XQGHUVWDQGLQJ RI UROHV 9LFWRULDQ5HYLHZ SS ± 4XHHQVODQG ,QTXLU\ LQWHULP
UHSRUWS,QVRPHFDVHVWKHUHZDVDOVRDGXSOLFDWLRQRIUROHV9LFWRULDQ5HYLHZS
DQGD ODFNRIFRPSOLDQFHZLWKH[LVWLQJSURFHGXUHV9LFWRULDQ5HYLHZSS±
7R HQVXUH DSSURSULDWH UROHV DQG DFFRXQWDELOLW\ WKH 5HYLHZ UHFRPPHQGV UHYLVLRQ RI
UROHV WUDLQLQJ H[HUFLVHV RYHUVLJKW E\ DQ LQGHSHQGHQW ERG\ DQG WKH GHYHORSPHQW RI
WHPSODWHVDQGSUDFWLFHQRWHV
:KHQ WKHUH LV D ZLGHVSUHDG HPHUJHQF\ WKHUH QHHG WR EH PHFKDQLVPV WR VFDOH XS
HQDEOLQJ LQYROYHPHQWRIRWKHUDJHQFLHVDQGVWUDWHJLFFRRUGLQDWLRQ ,Q9LFWRULD WKHUHDUH
µDOOKD]DUG¶VFDODEOHFRPPDQGDQGFRQWURODUUDQJHPHQWVLQSODFHWKDWFDQSURJUHVVIURP
ORFDOLVHG LQFLGHQWPDQDJHPHQW WKURXJK WR UHJLRQDO DQG VWDWHZLGH WLHUV RIPDQDJHPHQW
7KH SURJUHVVLRQ WR HDFK WLHU LV H[SHFWHG WR EH SURYLGHG E\ HVFDODWLRQ WULJJHUV ± IRU
H[DPSOH ZHDWKHU FRQGLWLRQV RU GHSOHWLRQ RI UHVRXUFHV ,Q 9LFWRULD WKH 6(6 LV WKH
GHVLJQDWHGDJHQF\FKDUJHGZLWKFRQWUROOLQJWKHPDQDJHPHQWRIIORRGLQFLGHQWV+RZHYHU
WKH 5HYLHZ UHSRUWV WKDW 9,&6(6 ODFNHG VFDOHXS RU WULJJHUPHFKDQLVPV SS 
:KLOHDUUDQJHPHQWVLQ9LFWRULDDLPWRHQVXUHVFDODELOLW\DQXPEHURILPSHGLPHQWV
UHPDLQVXFKDV LQWHURSHUDELOLW\GLIILFXOWLHVDQG OHJDO LPSHGLPHQWV WRXVLQJRWKHUDJHQF\
VWDIILQFRQWUROUROHVS
7KH 4XHHQVODQG 6(6 LV WKH SULQFLSDO UHVSRQVH DJHQF\ IRU IORRG 8QOLNH 9LFWRULD WKH
4XHHQVODQG6(6LVSXUHO\DUHVSRQVHDJHQF\QRWFKDUJHGZLWKPDQDJLQJHPHUJHQF\
UHVSRQVH RU WDVNLQJ RWKHU DJHQFLHV ,Q 4XHHQVODQG WKLV FRQWURO IXQFWLRQ LV WKH
UHVSRQVLELOLW\ RI GLVDVWHUPDQDJHPHQWJURXSVFKDLUHGE\ WKHSROLFH VHUYLFHZKLFKDUH
WLHUHGDORQJVLPLODUVWDWH±GLVWULFW±ORFDOOLQHVDV9LFWRULDVHHLQWHULP4XHHQVODQG,QTXLU\
SS ± IRU DQ RXWOLQH RI 4XHHQVODQG HPHUJHQF\ PDQDJHPHQW IUDPHZRUN
DUUDQJHPHQWV
7KH ILQDO 4XHHQVODQG ,QTXLU\ UHSRUW UHYHDOV WKDW WKH 6(6 KDV D ODFN RI FRPPDQG
VWUXFWXUH DERYH WKH OHYHO RI WKH ORFDO FRQWUROOHU 7KLV FUHDWHV XQFHUWDLQW\ DERXW ZKR
VKRXOGGLUHFW ODUJHVFDOH6(6RSHUDWLRQV WKDW LQYROYHPDQ\XQLWVDQGKRZ WRPDQDJH
WDVNVZKHQORFDOFDSDFLW\LVH[FHHGHG,WDOVRSRVHVSUREOHPVIRUWKHFRPPDQGRI6(6
XQLWVGHSOR\HGRXWVLGHWKHLUDUHDV7KHUHDVRQIRUWKLVODFNRIFRPPDQGFODULW\OLHVSDUWO\
LQ WKH SULQFLSOH RI VKDUHG UHVSRQVLELOLW\ IRU WKH 6(6 EHWZHHQ ORFDO DQG VWDWH
JRYHUQPHQWV(IIRUWVKDYHEHHQPDGHWRDGGUHVVWKLVYLDPHPRUDQGDRIXQGHUVWDQGLQJ
0R8EHWZHHQFRXQFLOVDQG(PHUJHQF\0DQDJHPHQW4XHHQVODQG YHU\ IHZRIZKLFK
KDYH EHHQ H[HFXWHG DQG WKURXJK RSHUDWLRQDO GLUHFWLYHV +RZHYHU WKHVH GLUHFWLYHV
H[FHHGWKHDXWKRULW\SURYLGHGE\OHJLVODWLRQ'LVDVWHU0DQDJHPHQW$FW4OG2WKHU
JRYHUQDQFH LVVXHV LQFOXGHD ODFNRI FODULW\ RI UHSRUWLQJ OLQHV IRU LQFLGHQW FRQWUROOHUV LQ
ODUJHVFDOHHPHUJHQFLHVDQGD ODFNRI UHYLVLRQRI6(6DUUDQJHPHQWV IROORZLQJFRXQFLO
DPDOJDPDWLRQV $VVHVVPHQW RI WKH ILUH DQG UHVFXH VHUYLFH ± DOVR LQYROYHG LQ IORRG
UHVSRQVH± UHYHDOHG LVVXHVZLWKXQGRFXPHQWHGSURFHGXUHVDQGSODQQLQJGHILFLHQFLHV
9DULRXV UHFRPPHQGDWLRQV LQFOXGH OHJLVODWLYH DPHQGPHQWV FOHDU UROHV DQG UHSRUWLQJ





WKH ILUH DQG UHVFXH VHUYLFH UHVSRQVLEOH IRU UHVFXH LQFOXGLQJ VZLIW ZDWHU DQG WKH
DPEXODQFHVHUYLFH4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS±,Q9LFWRULDDVVHHQ
DERYH 9,&6(6 LV WKH QRPLQDWHG FRQWURO DJHQF\ IRU IORRGV ,W ZRUNV ZLWK HLJKW RWKHU





RWKHU H[FKDQJH LQIRUPDWLRQ DQG PDQDJH UHVRXUFHV YLD D FRPPRQ V\VWHP 6RPH
H[DPSOHVRILQWHURSHUDELOLW\IDLOXUHVLQFOXGH











x 5HVSRQVH DJHQFLHV XVH GLIIHUHQW V\VWHPV IRU FROOHFWLQJ DQG DQDO\VLQJ
LQIRUPDWLRQ DQG ZHUH QRW HDVLO\ DEOH WR VKDUH LQIRUPDWLRQ ± HVSHFLDOO\ ODUJH
GRFXPHQWVFRQWDLQLQJPDSV LQFOXGLQJ LQFLGHQWDFWLRQSODQV6RPHWLPHV WKHVH
ZHUHXQDEOHWREHVHQWHOHFWURQLFDOO\DQGQHHGHGWREHSK\VLFDOO\WUDQVIHUUHGE\
86%9LFWRULDQ5HYLHZSS
x :LWKLQ WKH 6WDWH &RQWURO &HQWUH WKHUH ZHUH VHYHQ GLIIHUHQW DQG LQFRPSDWLEOH
LQFLGHQWPDQDJHPHQW V\VWHPV DQG ILYH GLIIHUHQW DQG LQFRPSDWLEOH
WHOHFRQIHUHQFLQJV\VWHPV9LFWRULDQ5HYLHZS
x 5HVRXUFHPDQDJHPHQW V\VWHPV ZHUH QRW FRPSDWLEOH PHDQLQJ RWKHU DJHQFLHV
ZHUH QRW DZDUH RI SHUVRQQHO GHSOR\HG RU WKHLU UHTXLUHPHQWV 1R VLQJOH V\VWHP




LQIRUPDWLRQ KDG WR EH VHQW YLD HPDLO UDWKHU WKDQ VWRUHG RQ D FRPPRQ GULYH
9LFWRULDQ5HYLHZS
x )DFLOLWLHV IRUHPHUJHQF\ UHVSRQVHZHUHQRWVXLWDEOH IRU µDOOKD]DUGV¶DQGFRXOG
EHIORRGHGRUQRWHTXLSSHGIRU6(6UHTXLUHPHQWV9LFWRULDQ5HYLHZSS±
4XHHQVODQG,QTXLU\LQWHULPUHSRUWS%ULVEDQH5HYLHZS
x 5HFRUGV PDQDJHPHQW V\VWHPV DUH LQDGHTXDWH DQG LQFRQVLVWHQW EHWZHHQ
DJHQFLHVFRPSURPLVLQJDFFRXQWDELOLW\9LFWRULDQ5HYLHZS
x 'XULQJ WKH IORRGV ILUHPHQ SHUIRUPHG IORRG UHVFXHV EXW WKH\ DUH QRW RIILFLDOO\
UHFRJQLVHG IRU WKLV UROH LQ 9LFWRULD DQG DUH QRW HTXLSSHG RU WUDLQHG IRU LW
9LFWRULDQ5HYLHZSS4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS±
7KHUHYLHZVUHFRPPHQGYDULRXVVROXWLRQVVXFKDVDSURFXUHPHQWJDWHZD\SURFHVVWR
HQVXUH DOO QHZ V\VWHPV DQG HTXLSPHQW DUH LQWHURSHUDEOH EHWZHHQ UHOHYDQW DJHQFLHV
FRPPRQ GDWDEDVHV XQLYHUVDO SRUWDOV XVH RI EURDGEDQG QHWZRUNV DQG FRPSDWLEOH
SURFHGXUHV 9LFWRULDQ5HYLHZ SS ±4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW SS 
4XHHQVODQG,QTXLU\ILQDOUHSRUWS7KH9LFWRULDQ5HYLHZDUJXHVIRU
D QHHG WR PD[LPLVH WKH IOH[LELOLW\ DQG XQLWHG FDSDFLW\ RI &)$9,&6(6 S  7KH
UHYLHZVZKLOHVWDWHIRFXVHGQRWHLQWHURSHUDELOLW\LVVXHVDFURVVVWDWHERUGHUV9LFWRULDQ
5HYLHZ S  4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW S  $Q H[WHQVLRQ RI
LQWHURSHUDELOLW\UHFRPPHQGDWLRQVFRXOGHQVXUHQDWLRQDOFRPSDWLELOLW\
'HVSLWH LQWHURSHUDELOLW\ GHILFLHQFLHV PHDVXUHV KDYH EHHQ WDNHQ LQ ERWK VWDWHV WR
LPSURYH LQWHURSHUDELOLW\ DQG DQ µDOO KD]DUGV¶ DSSURDFK 9LFWRULD XVHV WKH $XVWUDODVLDQ
,QWHU6HUYLFH,QFLGHQW0DQDJHPHQW6\VWHP$,,06WRPDQDJHLQFLGHQWVRIµDOOKD]DUGV¶
DFURVV VHUYLFHV 9LFWRULDQ 5HYLHZ S 4XHHQVODQG LV FXUUHQWO\ GHYHORSLQJ WKH $OO
+D]DUGV,QIRUPDWLRQ0DQDJHPHQW6\VWHPIRUXVHE\DOO OHYHOVRIGLVDVWHUPDQDJHPHQW
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
JURXSVDQGEHWZHHQGLVDVWHUPDQDJHPHQWDJHQFLHV ,WVIXQFWLRQ LV WRFROOHFWGDWDDQG
WUDFNDVVLVWDQFH4XHHQVODQG,QTXLU\LQWHULPUHSRUWS
'HVSLWH KDYLQJ D FRPPRQ LQFLGHQWPDQDJHPHQW V\VWHP ODFN RI IDPLOLDULW\ ZLWK KRZ
LQFLGHQWPDQDJHPHQWRSHUDWHVXQGHUGLIIHUHQW W\SHVRIHPHUJHQF\HYHQWVZDVDQ LVVXH
GXULQJ WKH UHVSRQVH FDXVLQJ FRQIXVLRQ DERXW UROHV DQG UHVSRQVLELOLWLHV 7KH 9LFWRULDQ
5HYLHZUHFRPPHQGVMRLQWDJHQF\H[HUFLVHVWRUHPHG\WKLVSS5HJXODU





RI IORRG+RZHYHU9,&6(6 LVRQO\D UHODWLYHO\VPDOODJHQF\FRPSULVLQJVWDIIDQG






9,&6(6 WR XQGHUWDNH DFWLYLWLHV QHFHVVDU\ LQ IORRGV VXFK DV UHPRYDO RI OHYHHV DQG
SRZHUV WR HQWHU SULYDWH SURSHUW\ RU UHPRYH ZDWHU GLYHUVLRQ LQVWDOODWLRQV 7KH UHYLHZ
DUJXHV WKDW WRJHWKHU WKHVH LVVXHV VXJJHVW WKH QHHG IRU D FRPSUHKHQVLYH UHYLHZ RI
OHJLVODWLYH DUUDQJHPHQWV RI ERWK WKH(PHUJHQF\0DQDJHPHQW $FW DQG DJHQF\VSHFLILF
OHJLVODWLRQWRHQVXUHMRLQHGXSFDSDFLW\EHWZHHQDOODJHQFLHVSS±
5HVRXUFLQJDUUDQJHPHQWV








JURVVO\ LQDGHTXDWH DQG YROXQWHHUV KDYH WR VXSSOHPHQW WKHLU LQFRPH ZLWK IXQGUDLVLQJ
DFWLYLWLHV ZKLFK VXSSOLHV XS WR  RI WKHLU DQQXDO RSHUDWLQJ EXGJHWV )XQGUDLVLQJ
REOLJDWLRQV KDYHPHDQW WKDW 6(6 YROXQWHHUV KDYH KDG WR IRUHJR WUDLQLQJ RSSRUWXQLWLHV
DQG EHFRPH EXUQW RXW (PHUJHQF\ 0DQDJHPHQW 4XHHQVODQG ZKLFK DGPLQLVWHUV




VXJJHVWV WKDW D µIXQGDPHQWDO UHZRUNLQJ RI WKH 6(6 PRGHO PD\ EH UHTXLUHG¶
4XHHQVODQG,QTXLU\ILQDOUHSRUWSS±
,Q ERWK 4XHHQVODQG DQG 9LFWRULD FRXQFLO DPDOJDPDWLRQV KDYH WDNHQ SODFH DQG LQ
9LFWRULDWKHUHKDYHDOVREHHQFKDQJHVLQSURFXUHPHQWSURFHVVHVEXWDUUDQJHPHQWVIRU
HPHUJHQF\ PDQDJHPHQW KDYH QRW VLPXOWDQHRXVO\ EHHQ DGMXVWHG 9LFWRULDQ 5HYLHZ
S4XHHQVODQG,QTXLU\ILQDOUHSRUWSS±,Q9LFWRULDFRXQFLOVDUHOHJDOO\
UHVSRQVLEOH IRU SODQQLQJ DQG FRRUGLQDWLQJ FRXQFLO UHVRXUFHV IRU HPHUJHQF\ UHVSRQVH
+RZHYHU VLQFH WKH (PHUJHQF\ 0DQDJHPHQW $FW ZDV SDVVHG LQ  FRPSHWLWLYH
WHQGHULQJKDVEHHQLQWURGXFHGUHVXOWLQJLQDWUDQVIHURIVHUYLFHVDQGHTXLSPHQWWRWKH
SULYDWH VHFWRU 7KLV PHDQV WKHVH UHVRXUFHV DUH QR ORQJHU DYDLODEOH WR FRXQFLOV IRU
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
HPHUJHQF\ UHVSRQVH 7KH 5HYLHZ UHFRPPHQGV D UHYLVLRQ RI WKH UROH DQG
UHVSRQVLELOLWLHV RI ORFDO JRYHUQPHQW LQ OLQH ZLWK FXUUHQW DUUDQJHPHQWV HQVXULQJ WKH




LQ DOO RI WKH UHYLHZV (VVHQWLDO LQIUDVWUXFWXUH LQFOXGHV HOHFWULFLW\ WHOHFRPPXQLFDWLRQV
VHZHUDJH DQG VWRUPZDWHU V\VWHPV WUDQVSRUW QHWZRUNV DQG VXSSO\ IDFLOLWLHV 7KH
FDSDFLW\ IRU LQIUDVWUXFWXUH WR ZLWKVWDQG IORRG LV WHVWHG PRVW GXULQJ ODUJHVFDOH
HPHUJHQFLHVZKHQWKHVHVHUYLFHVDUHOHDVWGLVSHQVDEOH
2QH SRLQW FRQVLVWHQWO\ UHFRJQLVHG LQ WKH UHYLHZV LV WKH LQWHUGHSHQGHQF\ RI VRPH RI
WKHVHVHUYLFHVDQGWKHLQFUHDVLQJUHOLDQFHSODFHGRQWKHPIRUHPHUJHQF\UHVSRQVH7KLV
LVSDUWLFXODUO\ WKHFDVH IRUHOHFWULFLW\DQG WHOHFRPPXQLFDWLRQV7KH LQWHULP4XHHQVODQG
,QTXLU\UHSRUWQRWHVWKDWµDOWKRXJKODFNRISRZHUGLGQRWSUHYHQWDFWLYLWLHVLWOLPLWHGWKHLU
WLPHOLQHVV DQG HIIHFWLYHQHVV¶ S  ,Q VRPH SODFHV HPHUJHQF\ UHVSRQVH ZDV
KDPSHUHG E\ SRZHU RXWDJHV OHDGLQJ WR D FRPSOHWH ODFN RIPHDQV RI FRPPXQLFDWLRQ
EHWZHHQNH\UHVSRQVHSHUVRQQHOIRUVRPHSHULRGVGXULQJWKHIORRGV%ULVEDQH5HYLHZ
S  4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW S  /DFN RI SRZHU FDQ FRPSURPLVH
ZDUQLQJVDQGWKHSURYLVLRQRIIORRGLQIRUPDWLRQWRWKHFRPPXQLW\$FFRUGLQJWRWKHILQDO
4XHHQVODQG ,QTXLU\ UHSRUW  FXVWRPHUV LQ %ULVEDQH DQG ,SVZLFK ORVW SRZHU
GXULQJWKHIORRGVS(OHFWULFDOVXSSO\DOVRLPSDFWVRQIRRGDQGZDWHUVXSSOLHVDQG
RQVHZDJH WUHDWPHQW 9LFWRULDQ5HYLHZSS4XHHQVODQG ,QTXLU\ ILQDO UHSRUW
S
&DXVHVRIHOHFWULFDO IDLOXUHVDQGVROXWLRQVDUHGLVFXVVHG LQUHYLHZV7KHPDLQ LVVXH LV
WKDW WKH VLWLQJ RI SRZHU VXEVWDWLRQV LV QRW DOZD\V RQ DSSURSULDWHO\ KLJK JURXQG VHH
6HFWLRQ  +RZHYHU HOHFWULFLW\ FRPSDQLHV DUH FRQVWUDLQHG E\ OHJDO REOLJDWLRQV WR
SURYLGHSRZHU UHJDUGOHVVRIZKHUHGHYHORSPHQW LV FRQVWUXFWHG ±HYHQ LI LW LV RQ ORZ
O\LQJJURXQG4XHHQVODQG,QTXLU\ILQDOUHSRUWS




MXVW SULRU WR WKH IORRG VXFK DV ZUDSSLQJ WHOHFRPPXQLFDWLRQ LQIUDVWUXFWXUH LQ SODVWLF
VDQGEDJJLQJ DQG EROWLQJ VWHHO SODWHV WR ZDOOV RI H[FKDQJHV WR SUHYHQW IORRGZDWHU
LQWUXVLRQ S  6ROXWLRQV DOVR LQFOXGH FRQWLQJHQF\ SODQQLQJZKLFK FDQ LQFOXGH WKH
XVHRIEDWWHU\RSHUDWHGFRPPXQLFDWLRQGHYLFHVDVZHOODVDOWHUQDWLYHZDUQLQJPHWKRGV
WKDW GR QRW UHTXLUH HOHFWULFLW\ VXSSO\ JHQHUDWRUV DQGPRELOH VXEVWDWLRQV 4XHHQVODQG
,QTXLU\LQWHULPUHSRUWSSILQDO4XHHQVODQG,QTXLU\SS±
'DPDJH FDXVHGE\ SRZHU RXWDJHV FDQ VRPHWLPHV EH JUHDWHU WKDQ WKDW FDXVHGE\ WKH
IORRG LWVHOI 9LFWRULDQ5HYLHZ S  ,Q 9LFWRULD WKLV KDSSHQHG DW &KDUOWRQ ZKHQ WKH
VXEVWDWLRQ ZDV LQXQGDWHG DQG D VLPLODU VLWXDWLRQ WKUHDWHQHG DW .HUDQJ 7KH 9LFWRULDQ




IRU HQVXULQJ WKDW SRZHU SURYLGHUV WDNH DGHTXDWH VWHSV WR SURWHFW VXSSO\ GXULQJ
HPHUJHQFLHV LV XQFOHDU GXH WR SULYDWLVDWLRQ RI SRZHU FRPSDQLHV DQG FRPSOH[9LFWRULDQ
VWDWHDQG&RPPRQZHDOWKDUUDQJHPHQWVZKHUHE\WKH'HSDUWPHQWRI3ULPDU\,QGXVWULHV
WKH $XVWUDOLDQ (QHUJ\ 0DUNHW 2SHUDWRU DQG WKH 1DWLRQDO (OHFWULFLW\ 0DUNHW DOO KDYH
UHVSRQVLELOLWLHV WKH VWDWH KDYLQJ GLYHVWHG VRPH RI LWV SRZHUV YLD 0R8 +RZHYHU WKH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
5HYLHZ FRQFOXGHV WKDW WKH VWDWH QHHGV WR SOD\ D PRUH DFWLYH UROH LQ HQVXULQJ JUHDWHU
SURWHFWLRQ IRUNH\ LQIUDVWUXFWXUHDJDLQVWQDWXUDOKD]DUGV ,QSDUWLFXODU LWQHHGVWRHQVXUH
HVVHQWLDOVHUYLFHVKDYHDSSURSULDWHULVNPLWLJDWLRQVWUDWHJLHVLQSODFHSS±
 ,VRODWLRQHYDFXDWLRQ
,I FOLPDWH FKDQJH OHDGV WR PRUH VHYHUH IORRGLQJ RI ORQJHU GXUDWLRQ LVRODWLRQ DQG WKH
QHHG IRU HYDFXDWLRQ DQG UHOLHI FDQ EH H[SHFWHG WR DIIHFW DJUHDWHU QXPEHU RI SHRSOH
0RUHLQWHQVHSUHFLSLWDWLRQHYHQWVFRXOGUHVXOWLQOHVVZDUQLQJWLPHIRUHYDFXDWLRQ/DUJHU
HYHQWV FRXOG LQFUHDVH WKH QXPEHU RI FRPPXQLWLHV DIIHFWHG DQG FRPSOLFDWH WKH
FRRUGLQDWLRQRIUHVXSSO\$Q\LQFUHDVHLQWKHGXUDWLRQRIIORRGHYHQWVZRXOGDOVRPHDQ
PRUHSURORQJHGLVRODWLRQRUHYDFXDWLRQWRDOWHUQDWLYHDFFRPPRGDWLRQ
3ODQQLQJ PHDVXUHV WR DFFRPPRGDWH IORRG OHYHOV VXFK DV UDLVLQJ WKH OHYHO RI
GHYHORSPHQW VLWHV ZLWK ILOO LQFUHDVHG KDELWDEOH IORRU KHLJKW DQG WKH UHELUWK RI WKH
µ4XHHQVODQGHU¶ KRXVLQJ GHVLJQ KRXVH RQ VWLOWV FRXOG DOVR FRQWULEXWH WR LVRODWLRQ DV
VXUURXQGLQJURDGVDQGHYDFXDWLRQURXWHVFDQEHFRPHIORRGHGEHIRUHSHRSOHDUHDZDUH
WKH\DUHFXWRII7KH ILQDO4XHHQVODQG ,QTXLU\ UHSRUWGLVFXVVHV WKH LVVXHRISURSHUWLHV
EXLOWRQ ODQGKLJKHU WKDQVXUURXQGLQJDFFHVV URDGV LQ LWVVHFWLRQRQ µDQWKLOOV¶ S




HPHUJHQF\ PDQDJHPHQW UHVSRQVHV WR LVRODWLRQ &KLHI DPRQJ WKHVH LV LPSURYHG
SODQQLQJ IRU LVRODWLRQ E\ ORFDO JRYHUQPHQWV )RU H[DPSOH ZKHQ IORRG FRQGLWLRQV DUH
H[SHFWHGDQDVVHVVPHQWFDQEHPDGHRIORFDOO\DYDLODEOHDLUFUDIWWKHLURSHUDWLQJFRVWV
DQG WKHLU FDSDFLW\ S  3ODQQLQJ E\ ORFDO FRXQFLOV FDQ LQFOXGH LGHQWLILFDWLRQ RI
FRPPXQLWLHVVXVFHSWLEOH WR IORRGLQJSRVVLEOHHYDFXDWLRQ URXWHVDQGFHQWUHVLQFOXGLQJ




ORFDO FRXQFLOV 2SWLRQV WR LPSURYH HYDFXDWLRQ SODQQLQJ LQFOXGH LGHQWLILFDWLRQ RI
FKDUDFWHULVWLFVIRUVXLWDEOHHYDFXDWLRQFHQWUHVVXLWDELOLW\RIFHQWUHVIRUIORRGDVRSSRVHG
WR RWKHU KD]DUGV EHWWHU LQYROYHPHQW RI FKDULWLHV LQ GLVDVWHU SODQQLQJ LPSURYHG
SURFHVVHVIRUKDQGOLQJGRQDWLRQVLGHQWLILFDWLRQRILQGLYLGXDOVZKRPD\QHHGDVVLVWDQFH
DQG UHJLVWUDWLRQRIHYDFXHHV ,VVXHVUHODWLQJ WR LQIRUPDOHYDFXDWLRQFHQWUHV LQ LVRODWHG
FRPPXQLWLHVZHUHLGHQWLILHG LQFOXGLQJDODFNRI OLDELOLW\FRYHUIRU LQGLYLGXDOVZKRPDGH
WKHLU SUHPLVHV DYDLODEOH DQGD ODFN RI UHFRJQLWLRQ RI DXWKRULWLHV IRU UHVXSSO\ SXUSRVHV
4XHHQVODQG,QTXLU\LQWHULPUHSRUWSS9LFWRULDQ5HYLHZSS±%ULVEDQH
5HYLHZSS±
5HYLHZV DOVR ORRN DW WKH UROH RI HGXFDWLRQ LQ LPSURYLQJ UHVSRQVH WR IORRGLQJ E\





FDUH IDFLOLWLHV LQ SDUWLFXODU QHHG DGHTXDWH ZDUQLQJ WLPH DV LW LV D OHQJWK\ SURFHVV WR
HYDFXDWH WKHP S  ,W GRHV QRW KHOS WKDW WKHVH IDFLOLWLHV DQG IDFLOLWLHV RI RWKHU






0HFKDQLVPV DUH GLVFXVVHG LQ WKH UHYLHZV IRU FRPPXQLFDWLQJ ZLWK LVRODWHG LQGLYLGXDOV
DQG FRPPXQLWLHV 7KH 4XHHQVODQG ,QTXLU\ GLVFXVVHV FRQGXLW RI LQIRUPDWLRQ WKURXJK
ORFDO VXEJURXSV DQG WKH XVHIXOQHVV RI UDGLR S  7KH 9LFWRULDQ 5HYLHZ DOVR
PHQWLRQVWKHSRWHQWLDORIXVLQJVRFLDOPHGLDIRUWKLVSXUSRVHSS
 0LQLQJDFWLYLWLHV
2QO\ WKH ILQDO4XHHQVODQG ,QTXLU\ UHSRUW DGGUHVVHV WKH LPSDFW RI WKH IORRGRQPLQLQJ
DFWLYLWLHVDQGRIIVLWHHIIHFWVRIPLQHVGXULQJ WKH IORRGV7KHFKLHI LVVXHV LGHQWLILHGDUH
WKHUHOHDVHRIFRQWDPLQDWHGPDWHULDODQGGDPDJHVXVWDLQHGE\WKHIORRGLQJRIPLQHV,I
FOLPDWH FKDQJH FDXVHV PRUH IUHTXHQW ODUJHVFDOH IORRGLQJ LPSDFWV RQ HFRQRPLF
DFWLYLWLHV VXFK DVPLQLQJPD\ UHGXFHVRFLHW\¶V DELOLW\ WR UHFRYHU:DWHU FRQWDPLQDWLRQ
IURP PLQH GLVFKDUJH PD\ H[DFHUEDWH GDPDJH WR PDULQH DQG IUHVKZDWHU HFRV\VWHPV
DOUHDG\XQGHUWKUHDWIURPFOLPDWHFKDQJH$GDSWDWLRQWRFOLPDWHFKDQJHQHHGVWRDVVLVW
UREXVWSULPDU\ LQGXVWULHV WKDWDUHDEOH WRDFFRPPRGDWH IORRGHYHQWVDQG WKDWQHHG WR
PLQLPLVHWKHRIIVLWHLPSDFWVRIODUJHVFDOHIORRGHYHQWV
7KH HIIHFW RI WKH IORRGV RQ WKH PLQLQJ HQWHUSULVHV ZDV VLJQLILFDQW ZLWK SURGXFWLRQ
UHVWULFWHGRUHQWLUHO\FORVHGGRZQDWRIFRDOPLQHV%\0D\WKHLQGXVWU\KDG
RQO\ UHFRYHUHG WR  RI LWV SUHIORRG RXWSXW 7KLV UHVXOWHG LQ UR\DOW\ ORVVHV WR WKH
4XHHQVODQG VWDWH JRYHUQPHQW DQG D ORVV RI ELOOLRQ LQ 4XHHQVODQG¶V JURVV VWDWH
SURGXFW D VXPJUHDWHU WKDQ WKHHQWLUHELOOLRQ FRVW RI WKH IORRGLQJHVWLPDWHGE\ WKH
4XHHQVODQG5HFRQVWUXFWLRQ$XWKRULW\ SS$UJXDEO\ WKLVKDV LPSOLFDWLRQV IRU
WKHDELOLW\RIWKHVWDWHWRILQDQFHUHFRYHU\DIWHUWKHIORRG
4XHHQVODQGPLQLQJDFWLYLWLHVDUHQRWDVVHVVDEOHGHYHORSPHQWXQGHU WKH63$S
/HJLVODWLRQ UHOHYDQW WR ZDWHU PDQDJHPHQW E\ PLQLQJ DFWLYLWLHV IDOOV XQGHU WKH
(QYLURQPHQWDO 3URWHFWLRQ $FW  4OG 0LQHV QHHG ZDWHU WR XQGHUWDNH PLQLQJ
DFWLYLWLHV DQG \HDUV RI GURXJKWPHDQW WKDW VRPHPLQHVZHUH GHOLEHUDWHO\ GHVLJQHG WR
PD[LPLVHWKHFDSWXUHRIUXQRII
)DFWRUV WKDWFRQWULEXWHG WRPLQHGDPDJHGXULQJ WKH±IORRGV LQFOXGHGD ODFNRI
DZDUHQHVV RI %R0 VHDVRQDO IRUHFDVWV FRPSOHWLRQ RI VLWH LQVSHFWLRQV WRR ODWH LQ WKH
VHDVRQ WR LPSOHPHQW SUHSDUDWLRQ PHDVXUHV DQG WHHWKLQJ SUREOHPV IRU PDQDJHPHQW
DUUDQJHPHQWV GHVLJQHG WR HQDEOH FRQWUROOHG GLVFKDUJH RI H[FHVV ZDWHU GXULQJ IORRGV
7KHODWWHUZDVSULPDULO\DQLVVXHIRUFRDOPLQLQJHQWHUSULVHVLQWKH)LW]UR\5LYHU%DVLQ
ZKLFK RSHUDWH XQGHU WKH )LW]UR\ 0RGHO &RQGLWLRQV LQWURGXFHG LQ  7KH SULQFLSDO
FRQWDPLQDQW IURP FRDO PLQLQJ LV VDOW DQG WKH FXUUHQW DVVHVVPHQW SURFHVV WR HQDEOH
GLVFKDUJH RI H[FHVV ZDWHU GXULQJ IORRG LV XQZLHOG\ :KLOH D ULJRURXV DVVHVVPHQW
SURFHVV LV LPSRUWDQW WR HQVXUH VDIHW\ VRPH RI WKH PRUH WKDQ  FULWHULD ZHUH
µVHHPLQJO\ LPSRVVLEOH WR DQVZHU¶ DQG GLG QRW HQVXUH FRQVLVWHQW GHFLVLRQPDNLQJ
$SSURYDO GHOD\V FDXVHG VRPHPLQLQJ RSHUDWRUV WRPLVV D EULHIZLQGRZRI RSSRUWXQLW\
ZKHUHLWZRXOGKDYHEHHQVDIHWRGLVFKDUJHPLQHDIIHFWHGZDWHU7KH,QTXLU\QRWHVWKDW
DUHYLVLRQRIWKH)LW]UR\0RGHO&RQGLWLRQVKDVWDNHQSODFHVLQFHWKHIORRGV7KH,QTXLU\
DOVR UHFRPPHQGV OHJLVODWLYH DPHQGPHQWV WR FODULI\ SURYLVLRQV DQG WR HQDEOH SUH
HPSWLYHDSSURYDOVDQGWRLQWURGXFHLPSURYHGDVVHVVPHQWSURFHVVHVSURFHGXUDOJXLGHV
DQG WKHLU DYDLODELOLW\ WRPLQLQJ RSHUDWRUV0RUH FRPSUHKHQVLYHPRQLWRULQJ RI VHQVLWLYH
HFRV\VWHPV WRGHWHUPLQH WKH LPSDFWRI FRQWDPLQDQWVRQ WKHPDUHDOVR UHFRPPHQGHG
SS±
$VLJQLILFDQW LVVXH IRUFRQWDPLQDWLRQRIZDWHUZD\VGXULQJ IORRGHYHQWVZDV WKH ODFNRI
UHVSRQVLELOLW\ E\ DQ\ VWDWH DJHQF\ IRU DOO WKH VWDWH¶V  DEDQGRQHG PLQHV
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
SDUWLFXODUO\ WKRVH RQ SULYDWHO\ RZQHG ODQG $EDQGRQHGPLQHV SRVH VLJQLILFDQW ZDWHU
TXDOLW\ULVNVDQGGXULQJIORRGVWKH\FDQUHOHDVHDFLGVVHGLPHQWDQGFKHPLFDOVVXFKDV
F\DQLGHDQGFRSSHUFRPSRXQGVGXHWRVHHSDJHRURYHUWRSSLQJRIWDLOLQJVGDPV7KHVH
FRQWDPLQDQWV LPSDFW RQ KXPDQ OLYHVWRFN DQGZLOGOLIH KHDOWK 7KH FXUUHQW DEDQGRQHG
PLQHV SURJUDP SULPDULO\ FRYHUV WKH  PLQHV RQ VWDWHRZQHG ODQG DQG LV JUHDWO\
KDPSHUHG E\ D ODFN RI UHVRXUFLQJ 7KH ,QTXLU\ LGHQWLILHG D QHHG IRU LPSURYHG GDWD
FROOHFWLRQDERXWDOODEDQGRQHGPLQHVV\VWHPDWLF ULVNDVVHVVPHQW LQFOXGLQJ IORRG ULVN
DQGDULVNEDVHGPHWKRGRISULRULWLVLQJUHKDELOLWDWLRQSS±
 5HFRYHU\
)ORRGV DUH $XVWUDOLD¶V PRVW H[SHQVLYH QDWXUDO KD]DUG FRVWLQJ  PLOOLRQ DQQXDOO\
DYHUDJH EHWZHHQ  DQG  %,75( 7KH 1DWLRQDO )ORRG 5LVN $GYLVRU\
*URXS5HYLHZUHSRUWVHVWLPDWHWKDWWKHUHFHQWIORRGVFRVW9LFWRULDELOOLRQDQG
4XHHQVODQGELOOLRQ9LFWRULDQ5HYLHZS4XHHQVODQG,QTXLU\ILQDOUHSRUWS
&OLPDWHFKDQJHFDQEHH[SHFWHG WR LQFUHDVH WKHFRVWRI IORRGGDPDJHDVHYHQWVDUH
OLNHO\ WR LQFUHDVH LQ ERWK VHYHULW\ DQG IUHTXHQF\ ,QFUHDVHV LQ GDPDJHVPD\ DOVR EH
FDXVHG E\ IORRGLQJ KDSSHQLQJ LQ ORFDWLRQV QRW SUHYLRXVO\ EHOLHYHG WR EH IORRG SURQH
ZKHUH EXLOGLQJV DUH QRW GHVLJQHG WR EH IORRG UHVLVWDQW $Q ,3&& WHFKQLFDO SDSHU




OHDGLQJ WR LQFUHDVHG ORVVHV DQG SRSXODWLRQ LQFUHDVHV ZKLFK FDQ FDXVH SUHVVXUH WR
GHYHORS LQXQVXLWDEOH ORFDWLRQV DUHDOVR UHVSRQVLEOH IRU LQFUHDVLQJ FRVWV %DWHVHW DO






7KH UHYLHZV FRYHU LQVXUDQFH PDWWHUV WR YDU\LQJ GHJUHHV 7KH %ULVEDQH 5HYLHZ RQO\
FRYHUV UHFRYHU\ LVVXHV LQ WKH LPPHGLDWHDIWHUPDWKRI WKH IORRGVDQGGRHVQRW LQFOXGH
ORQJHUWHUPLQVXUDQFHPDWWHUV0RUHRYHULWLVSULPDULO\FRQFHUQHGZLWKWKHSHUIRUPDQFH
RI WKH%ULVEDQH&LW\&RXQFLOUDWKHUWKDQRWKHURUJDQLVDWLRQV7KHWHUPVRIUHIHUHQFHRI
WKH 9LFWRULDQ 5HYLHZ DGGUHVV WKH DGHTXDF\ RI UHFRYHU\ DUUDQJHPHQWV +RZHYHU
LQVXUDQFHLVQRWH[SOLFLWO\VSHFLILHGDQGWKH9LFWRULDQ5HYLHZGHWHUPLQHGLWZDVRXWVLGH








WKH 4XHHQVODQG ,QTXLU\ LQFOXGH WLPHO\ DQG DSSURSULDWH GHWHUPLQDWLRQ RI FODLPV WKH
DVVHVVPHQW SURFHVV DQG WKH GLVSXWHG FODLPV SURFHVV :LGHU LVVXHV RI LQVXUDQFH
DIIRUGDELOLW\DQGDYDLODELOLW\DUHQRWDGGUHVVHGS7KHVHLVVXHVDUHFRYHUHGLQWKH









EH DFFRPSOLVKHG WKH EHWWHU 9LFWRULDQ 5HYLHZ SS   7KH 9LFWRULDQ 5HYLHZ
GLVFXVVHVVLJQLILFDQWWLPHGHOD\VLQSURFHVVLQJLQVXUDQFHFODLPVDQGKRZWKLVLPSDFWHG
RQUHFRYHU\,WFLWHVH[DPSOHVRISHRSOHKDYLQJWRGHOD\FOHDQXSIRUZHHNVVRPHWLPHV
ZKLOH OLYLQJ LQ IORRGGDPDJHG SURSHUWLHV EHIRUH LQVXUDQFH FRPSDQLHV FRXOG FDUU\ RXW
DVVHVVPHQWV 6RPH SURSHUWLHV ZHUH VXEMHFW WR WKUHH RU PRUH DVVHVVPHQW YLVLWV
SS±
(YLGHQFHLQWKH4XHHQVODQG,QTXLU\FOHDUO\SRLQWVWRWKHSURFHVVRIGHWHUPLQLQJWKHFDXVH
RI IORRGDVDVLJQLILFDQW IDFWRUGHOD\LQJ WKHGHWHUPLQDWLRQRI FODLPVSURFHVV$PRQJ WKH
LQVXUHUVVWXGLHGLQWKHLQTXLU\RQO\6XQFRUSSURYLGHGDXWRPDWLFIORRGFRYHUUHJDUGOHVVRI
ZKHWKHU IORRGLQJZDV FDXVHG E\ VWRUPZDWHU ULYHULQH IORRGLQJ RU IODVK IORRG ,W KDG WKH
IDVWHVWUHVSRQVHWRFODLPVGHWHUPLQDWLRQZLWKRIFODLPVEHLQJGHFLGHGLQGD\VRU
OHVV S  7KLV FRQWUDVWV WR WKH WLPH WDNHQ E\PRVW RWKHU LQVXUHUV ZKLFK H[FOXGHG
ULYHULQH IORRG IURP WKHLU SROLFLHV7KHVH LQVXUHUV KDG WRXQGHUWDNHFRPSOH[DVVHVVPHQW





7KH ,QVXUDQFH 5HYLHZ UHFRPPHQGV D VWDQGDUG IORRG GHILQLWLRQ WKDW LQFOXGHV ULYHULQH
IORRGS7KHEHQHILWVRIWKLVZRXOGEHLQFUHDVHGDYDLODELOLW\RIIORRGFRYHUDJHDQG
DVSHHGLHUSURFHVVIRUGHWHUPLQLQJFODLPV&RQFHLYDEO\WKLVZRXOGDOVRFXWDVVHVVPHQW




LQVXUDQFH DJHQFLHV WR DGPLQLVWHU FODLPV SURPSWO\ 7KLV LV DOVR D ILQGLQJ RI WKH 
*HQHUDO ,QVXUDQFH ,QGXVWU\ 6XUYH\ 3DUDPHVZDUDQ HW DO  S  ,I IUHTXHQF\ RI
ODUJH HYHQWV IORRG DV ZHOO DV EXVKILUH LV H[SHFWHG WR LQFUHDVH LQVXUDQFH LQGXVWU\
FDSDFLW\ LV D FRQVLGHUDWLRQ WKDW LV UHOHYDQW WR UHFRYHU\ IURP HYHQWV H[DFHUEDWHG E\
FOLPDWHFKDQJH ,QVXIILFLHQWVWDIILQJ OHYHOVDQGH[SHUWLVHFDQGHOD\FODLPVDVVHVVPHQW




KDVQRWEHHQ UDLVHG LQ UHFHQW UHYLHZVVXJJHVWLQJ WKDWFXUUHQWXQGHUZULWLQJSURFHVVHV
DUHHIIHFWLYH
$VVHVVPHQWSURFHVVHV
7KH4XHHQVODQG ,QTXLU\DOVRDQDO\VHG WKHDVVHVVPHQWSURFHVVHVXVHGE\ LQVXUHUV WR
KDQGOHEXONFODLPVUHO\LQJRQDUHDK\GURORJ\UHSRUWVUDWKHUWKDQVLWHVSHFLILFUHSRUWVWR
DVVHVVFODLPVLQDWLPHO\PDQQHUS7KHXVHRIWKLVHYLGHQFHDQGLWVFRUURERUDWLRQ
ZLWK DVVHVVRU UHSRUWV SROLF\KROGHU DFFRXQWV DQG DHULDO SKRWRJUDSKV ZDV JHQHUDOO\
IRXQGDSSURSULDWH6LWHVSHFLILFK\GURORJ\UHSRUWVZHUHRQO\REWDLQHGLIHYLGHQFHZDVQRW
FRQVLVWHQW RU LQ WKH HYHQW RI D GLVSXWH 1R VLJQLILFDQW LVVXHV ZHUH IRXQG ZLWK WKH
DSSURSULDWHQHVVRI WKLVDSSURDFK$VDERYH WKHQHHGWRREWDLQDQGDQDO\VHK\GURORJ\









5HYLHZ LQFOXGHVPHDVXUHV WR SUHYHQW WKLV ,W UHFRPPHQGV WKDW HYHQ LI SUHPLXPV DUH
GLVFRXQWHG IRU DIIRUGDELOLW\ UHDVRQV WKH\ PXVW FRQWLQXH WR UHIOHFW UHODWLYH IORRG ULVN
'LVFRXQWLQJZRXOG EH SKDVHGRXW RYHU WLPH EXWZRXOG DOORZSHRSOH WLPH WR DGMXVW WR
SD\LQJWKHIXOOFRVWVRIIORRGULVN,WDOVRUHFRPPHQGVWKDWRQO\H[LVWLQJKRPHVEHHOLJLEOH
IRU SUHPLXPGLVFRXQWLQJ WR DGGUHVV OHJDF\ LVVXHV DQG WKDW DQ\ QHZGHYHORSPHQW RQ








JRYHUQPHQWV ZRXOG EH UHTXLUHG WR VKDUH FRVWV WR HQVXUH WKH\ KDYH D FRQWLQXLQJ
LQFHQWLYH WR PLWLJDWH IORRG ULVN S  $ PRUH UHFHQW UHSRUW E\ WKH 3URGXFWLYLW\
&RPPLVVLRQ DUJXHV WKDW WKH FRVWV RI JRYHUQPHQW LQWHUYHQWLRQV VXFK DV XQGHUZULWLQJ
ZRXOG RXWZHLJK WKH EHQHILWV DQG UHFRPPHQGV DJDLQVW VXEVLGLVLQJ SUHPLXPV ILQGLQJ
WKDW WKLV ZRXOG LPSRVH D EDUULHU WR HIIHFWLYH FOLPDWH FKDQJH DGDSWDWLRQ 3URGXFWLYLW\
&RPPLVVLRQ
7KH ,QVXUDQFH 5HYLHZ UHFRPPHQGV WKDW IORRG PLWLJDWLRQ DFWLYLW\ EH HQFRXUDJHG E\
WDNLQJLPSOHPHQWHGPHDVXUHVLQWRDFFRXQW LQ LQVXUDQFHIORRGULVNDVVHVVPHQWSS
7KHDELOLW\RIWKHLQVXUDQFHLQGXVWU\WRSURYLGHLQFHQWLYHVIRUPLWLJDWLRQLVHYLGHQWLQ
D UHFHQW FDVH ZKHUH 6XQFRUS GHFLGHG WR UDLVH SUHPLXPV IRU H[LVWLQJ FXVWRPHUV
VLJQLILFDQWO\DQGWRUHIXVHWRVXSSO\QHZ LQVXUDQFHSROLFLHV LQ WKH WRZQVRI5RPDDQG
(PHUDOGXQOHVVWKHFRXQFLOVDJUHHWRXQGHUWDNHPLWLJDWLRQPHDVXUHV7KHVHPHDVXUHV




$OVR UHOHYDQW WR PLWLJDWLRQ WKH ,QVXUDQFH 5HYLHZ VXJJHVWV WKDW SURYLGLQJ FDVK
VHWWOHPHQWV LVDQRSWLRQWKDWDOORZVSHRSOHWRUHORFDWH±RUDOWHUQDWLYHO\JLYHVRZQHUV
FRQWURORYHUKLULQJ WKHLURZQEXLOGHUVDQG UHEXLOGLQJ WR LPSURYHGGHVLJQ S:KLOH
HQDEOLQJ UHORFDWLRQ ZRXOG EH DQ H[FHOOHQW RXWFRPH ZLWKRXW RWKHU LQWHUYHQWLRQV WKLV
ZRXOGQRWSUHYHQWYDFDWHGODQGIURPEHLQJXVHGIRUWKHVDPHSXUSRVHE\VRPHRQHHOVH
)ORRGLQIRUPDWLRQ
7KH ,QVXUDQFH 5HYLHZ UHFRPPHQGV LQFUHDVLQJ WKH DYDLODELOLW\ RI IORRG PDSSLQJ DQG
IORRG ULVN LQIRUPDWLRQ LQFOXGLQJ PLWLJDWLRQ PHDVXUHV VXFK DV EXLOGLQJ GHVLJQ YLD D
FHQWUDO UHSRVLWRU\ 7KLV LQIRUPDWLRQ ZRXOG EH DYDLODEOH IRU IORRGULVN DVVHVVPHQW DQG
PDQDJHPHQWE\LQVXUHUVSULYDWHFLWL]HQVFRXQFLOVDQGGHYHORSHUV,WZRXOGDOVRDVVLVW
LQVXUHUV WR DSSURSULDWHO\ SULFH LQVXUDQFH SUHPLXPV DQG DVVHVV XQGHUZULWLQJ
UHTXLUHPHQWVS7KHUHYLHZUHFRPPHQGVWKDWJRYHUQPHQWVSURYLGHOHJDOLQGHPQLW\







GDPDJHG RU GHVWUR\HG S  0HDVXUHV VXJJHVWHG WR DVVLVW FDVK IORZ LQFOXGH
LQVXUDQFH EHLQJ LQFOXGHG LQ UHQW DQG &HQWUHOLQN SURJUDPV WR HQDEOH UHJXODU VPDOO
SD\PHQWVLQVWHDGRIRQHODUJHDQQXDOELOO*RYHUQPHQWVXEVLGLHVDUHVXJJHVWHGDVRQH
DSSURDFK WR DGGUHVV DIIRUGDELOLW\ RI LQVXUDQFH IRU YXOQHUDEOH SHRSOH EXW WKLV LV QRW
DQDO\VHG LQ GHSWK SS ± 7KH UHYLHZ GRHV QRW H[DPLQH WKH UHODWLYH OLNHOLKRRG RI




$GPLQLVWUDWLYH LVVXHV LQFOXGHG WKH SURFHVVLQJ RI LQGLYLGXDOV QHHGLQJ DVVLVWDQFH WKH
DVVHVVPHQW RI LPSDFWV WR LQIRUP UHFRYHU\ RSHUDWLRQV DQG FODULW\ RI FOHDQXS
UHVSRQVLELOLWLHV
7KH UHJLVWUDWLRQ RI SHRSOH DIIHFWHG E\ WKH IORRGV ZDV LQHIILFLHQW UHTXLULQJ SHRSOH WR
SURYLGH WKH VDPH LQIRUPDWLRQ PXOWLSOH WLPHV WR GLIIHUHQW DJHQFLHV 9LFWRULDQ 5HYLHZ
S 4XHHQVODQG ,QTXLU\ S $ VLQJOH SRLQW RI LQIRUPDWLRQFROOHFWLRQ ZDV




DQG DIWHU HPHUJHQFLHV ,VVXHV FRXOG EH RYHUFRPH ZLWK DGHTXDWH SUHSODQQLQJ DQG
GHYHORSPHQWRID1DWLRQDO5HJLVWUDWLRQDQG,QTXLU\6\VWHPLQIRUPDWLRQVKDULQJSURWRFRO
,Q9LFWRULDDVVHVVPHQWRIURDGVDQGLQIUDVWUXFWXUHQHHGLQJUHSDLUZDVWKHUHVSRQVLELOLW\
RI 9,& 5RDGV &DSDFLW\ ZDV VWUHWFKHG ERWK IRU DVVHVVPHQW DQG UHSDLU 'XH WR WKH
ZLGHVSUHDGQDWXUHRIWKHGDPDJHVWKHUHZHUHVLJQLILFDQWLVVXHVZLWKWKHDYDLODELOLW\RI
SODQW FRQWUDFWRUV DQG PDWHULDO 9LFWRULDQ 5HYLHZ S  7R VSHHG UHFRYHU\ RQH
FRXQFLOLQ4XHHQVODQGDOORZHGODQGRZQHUVWRXQGHUWDNHWHPSRUDU\UHSDLUVVRWKH\FRXOG
DFFHVVWKHLUSURSHUWLHVWRWUDQVSRUWVXSSOLHVRUOLYHVWRFN$SSURYDOZDVJUDQWHGYLDHPDLO
RQ WKH EDVLV RI UHTXHVWV DQG SKRWRJUDSKVZLWK SURYLVLRQ IRU UHLPEXUVHPHQW RI FRVWV
7KH ,QTXLU\ UHFRPPHQGV WKDW VXFK SURYLVLRQV EH PRUH ZLGHO\ DGRSWHG 4XHHQVODQG
,QTXLU\LQWHULPUHSRUWS
,Q9LFWRULDUHVSRQVLELOLWLHVIRUFOHDQXSZHUHVRPHWLPHVXQFOHDUDQGLQVRPHFDVHVQR
RQH WRRN UHVSRQVLELOLW\ $UHDV RI FRQWHQWLRQ LQFOXGHG ERXQGDULHV EHWZHHQ SULYDWH
GULYHZD\VDQGSXEOLF URDGV URDGVLGHGUDLQV EULGJHVDQGGHEULVRQ FUHHNEDQNV7KH
9LFWRULDQ 5HYLHZ TXHVWLRQHG WKH FDSDFLW\ RI WKRVH DVVLJQHG FOHDQXS UHVSRQVLELOLWLHV
DQGVXJJHVWHGDUHYLHZRIOHJLVODWLRQDQGSROLFLHV5HVSRQVLELOLW\DOVRQHHGVWREHPDGH
FOHDU LQ D SXEOLFO\ DYDLODEOH JXLGH SS ± 7KH UHVSRQVLELOLW\ IRU UDSLG LPSDFW
DVVHVVPHQW DFWLYLWLHV XVHG WR LQIRUP UHFRYHU\ DFWLYLWLHV LV DQRWKHU DUHD RI GLVSXWH




,Q ERWK 9LFWRULD DQG 4XHHQVODQG WKHUH ZHUH GLIILFXOWLHV LQYROYHG LQ FRRUGLQDWLQJ
YROXQWHHUV7KH%ULVEDQH5HYLHZGHPRQVWUDWHVWKDWWKHUHDUHRSSRUWXQLWLHVIRUYROXQWHHU
LQYROYHPHQW LQ FOHDQXS WKDW QHHG WR EH EHWWHU DQWLFLSDWHG DQG SODQQHG +RZHYHU
PDQDJHPHQW RI WKHVH YROXQWHHUV ZDV DQ LVVXH 3ULRU WR WKH ± IORRGV WKH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
%ULVEDQH 'LVDVWHU 0DQDJHPHQW 3ODQ KDG QR VWUDWHJ\ IRU PDQDJLQJ YROXQWHHUV 7KH
&RXQFLO DQG 9ROXQWHHULQJ 4XHHQVODQG ZHUH RYHUZKHOPHG ZLWK EHWZHHQ  DQG
 YROXQWHHUV ERWK PHPEHUV RI WKH SXEOLF DQG VSHFLDOLVW WUDGH YROXQWHHUV DQG
SHRSOHZLWK HTXLSPHQW WR DVVLVWZLWK FOHDQXS RSHUDWLRQV7KH FRXQFLO TXLFNO\ KDG WR
GHYHORS D VWUDWHJ\ IRU UHJLVWHULQJ YROXQWHHUV PDWFKLQJ UHVRXUFHV WR QHHG WUDQVSRUW
VWUDWHJLHV IRU YROXQWHHUV WR PLQLPLVH FRQJHVWLRQ DQG RIIHULQJ YDFFLQDWLRQV %ULVEDQH
5HYLHZ SS ± 6RPH RI WKH LVVXHV UHJDUGLQJ WKH XVH RI YROXQWHHUV QHHG WR EH






)LQDQFLDO DVVLVWDQFH LV VXSSOLHG E\ WKH &RPPRQZHDOWK WKURXJK WKH 1DWXUDO 'LVDVWHU




7KH UHYLHZ IRXQG µQR ZLGHVSUHDG GLVVDWLVIDFWLRQ H[SUHVVHG ZLWK WKH DGHTXDF\ RI WKH














DVVXPHG WREHVWDWLRQDU\ DQGKLVWRULFDYHUDJHV WKDW IRUP WKHEDVLVRI µOLNHOLKRRG¶DUHQR
ORQJHU YDOLG 7KLV LV QRW RQO\ DQ LVVXH IRU FRDVWDO DUHDV GXH WR VHD OHYHO ULVH FKDQJLQJ
SUHFLSLWDWLRQ SDWWHUQV DUH DOVR H[SHFWHG WR ZRUVHQ LQODQG IORRGLQJ 7KH 9LFWRULDQ 5HYLHZ
FKDUDFWHULVHVWKHUHFHQWIORRGVDVEHLQJODUJHLQVFDOHSURWUDFWHGDQGRIWHQKDYLQJDUDSLG




QRQH RI WKH UHYLHZV TXDQWLILHV IXWXUH IORRG ULVNV WKDW FDQ EH DQWLFLSDWHG GXH WR FOLPDWH
FKDQJH VHH 6HFWLRQ  7KLV H[SODLQV WKH VHHPLQJ XQGHUHVWLPDWLRQ RI IXWXUH ULVNV DQG








VWUXFWXUDOPHDVXUHV VXFK DV GHYHORSPHQW SODQQLQJ SURGXFWLRQ DQG DYDLODELOLW\ RI TXDOLW\
IORRG LQIRUPDWLRQ HPHUJHQF\ UHVSRQVH PDQDJHPHQW DQG FRPPXQLW\ SDUWLFLSDWLRQ $OO
UHYLHZVZHUHFDXWLRXVDERXWUHFRPPHQGLQJVWUXFWXUDOPHDVXUHVVXFKDVXVHRIOHYHHVRU
HQJLQHHULQJPHWKRGVVXFKDVIORRGEDUULHUV2WKHUWKDQWKH(15&,QTXLU\WKHUHYLHZVSDLG
VFDQW DWWHQWLRQ WR ODQGVFDSHVFDOHPDQDJHPHQW RSWLRQV WR DGGUHVV IORRG LPSDFWV ZKLFK
PLJKWFRPSULVHQDWXUDO IORRGFRQWURODQG UHGXFHVRFLHW\¶V YXOQHUDELOLW\ WR IORRGV7KHRQO\
WZR LQFLGHQFHV LGHQWLILHGZHUH UHVLOLHQW IDUPLQJV\VWHPV GLVFXVVHGRQO\ LQ WKH FRQWH[W RI



















LQVWLWXWLRQDO S  7KH 3URGXFWLYLW\ &RPPLVVLRQ GUDIW UHSRUW %DUULHUV WR (IIHFWLYH
&OLPDWH &KDQJH $GDSWDWLRQ ILQGV D QHHG WR FODULI\ WKH UROHV UHVSRQVLELOLW\ DQG OHJDO
OLDELOLW\RIORFDOJRYHUQPHQWLQFOXGLQJLWVFDSDFLW\LQWHUPVRIUHVRXUFLQJDQGH[SHUWLVH
D QHHG IRU ORFDOLVHG FOLPDWH SURMHFWLRQV LPSURYHG ODQG XVH SODQQLQJ HPHUJHQF\
PDQDJHPHQWDUUDQJHPHQWVTXDOLW\DQGDYDLODELOLW\RIKD]DUGLQIRUPDWLRQDQGWKHQHHG
WR UHPRYH SHUYHUVH WD[ LQFHQWLYHV DQG DYRLG UHJXODWRU\ GLVWRUWLRQV LQ LQVXUDQFH ,Q
SDUWLFXODU LW QRWHV WKDW WKH ULJKW EDODQFH KDV QRW EHHQ VWUXFN EHWZHHQ
SUHYHQWLRQSUHSDUDWLRQ DQG UHVSRQVHUHFRYHU\ ZLWK WRRPXFK HPSKDVLV RQ WKH ODWWHU
7KHUHSRUWVXJJHVWVWKDWEXLOGLQJDQGSODQQLQJUHJXODWLRQVLQSDUWLFXODUKDYHQRWEHHQ
ZHOO LQWHJUDWHG LQWRPDQDJLQJ HQYLURQPHQWDO KD]DUGV 3URGXFWLYLW\&RPPLVVLRQ 
0DQ\ RI WKHVH LVVXHV SDUWLFXODUO\ ZLWK UHJDUG WR SROLF\ DSSURDFKHV OHJLVODWLRQ
LQFRUSRUDWLRQRIFOLPDWHFKDQJHLQWRHPHUJHQF\PDQDJHPHQWDQGODQGXVHSODQQLQJDUH
DOVR LGHQWLILHG LQ WKH $XVWUDOLDQ *RYHUQPHQW¶V &RDVWDO &OLPDWH &KDQJH 5LVN UHSRUW
*LEEV	+LOO
7KHJRYHUQPHQWDSSURDFKWRHPHUJHQF\PDQDJHPHQWDUWLFXODWHGLQGRFXPHQWVVXFKDV
WKH 1DWLRQDO 6WUDWHJ\ IRU 'LVDVWHU 5HVLOLHQFH SUHVHQW FRPPXQLW\ SDUWLFLSDWLRQ DV DQ
HOHPHQW RI LQFUHDVLQJ LPSRUWDQFH %HWWHU SXEOLF LQIRUPDWLRQ RQ ORFDO ULVNV HPHUJHQF\
DUUDQJHPHQWVDQGDSSURSULDWHUHVSRQVHZLOOHQDEOHJUHDWHUVHOIUHOLDQFH
$QDVVHVVPHQWRIZKLFKDGDSWDWLRQPHDVXUHVDUHPRVWFRVWHIIHFWLYHLVSURYLGHGE\WKH






,QGHHG FRPSDUHG WRPLWLJDWLRQPHDVXUHV WKDWPRGLI\ WKH IORZ RI ZDWHU
VXFKDV OHYHHVRU UHVSRQVHPRGLILFDWLRQ ZKLFKVHHN WRPRGLI\KXPDQ
EHKDYLRXU WKURXJK DFWLYLWLHV VXFK DV SXEOLF HGXFDWLRQ ZDUQLQJ V\VWHPV
DQG HPHUJHQF\ VHUYLFH UHVSRQVH SURSHUW\ PRGLILFDWLRQ PHDVXUHV DUH
WKH PRVW FRVW HIIHFWLYH IRU DGGUHVVLQJ IXWXUH ULVN 7KH\ DUH DOVR µOHVV
H[SHQVLYH OHVV LQHTXLWDEOH DQG OHVV HQYLURQPHQWDOO\ LQWUXVLYH WKDQ
VWUXFWXUDOPLWLJDWLRQ¶9LFWRULDQ5HYLHZS
7KH UHYLHZ¶V FRPSDULVRQ RI PHDVXUHV UDLVHV TXHVWLRQV DERXW WKH HIILFDF\ RI WKH
JRYHUQPHQW¶V FXUUHQW FRPPXQLW\ UHVLOLHQFH DQG VKDUHG UHVSRQVLELOLW\ IRFXV 7KLV
FRPPXQLW\ DSSURDFK UHOLHV RQ WKH PRGLILFDWLRQ RI KXPDQ EHKDYLRXU DQG ZKLOH
LPSURYHPHQWVLQHPHUJHQF\UHVSRQVHKDYHEHHQREVHUYHGLQSURJUDPVOLNH)ORRG6DIH
FRPPXQLW\ UHVLOLHQFH DOVR LPSOLHV D VRXQG XQGHUVWDQGLQJ RI ULVNV DQG DSSURSULDWH
GHFLVLRQPDNLQJ DW WKH SUHYHQWLRQ VWDJH ± IRU H[DPSOH ZKHQ EX\LQJ SURSHUW\ RU
VHOHFWLQJEXLOGLQJGHVLJQV±DQGWKLVPD\EHKDUGHUWRDFKLHYH
$VZHOODVLPSURYLQJJRYHUQDQFHOHJLVODWLRQDQGSURFHGXUHVWKHODFNRIGHILQHGUROHV
UHVSRQVLELOLWLHVDQGDFFRXQWDELOLWLHV LV DQ LVVXH WKDW DULVHV UHJXODUO\ WKURXJKRXW UHYLHZ
UHSRUWV ,W LV DQ LVVXH LGHQWLILHG IRU HPHUJHQF\ PDQDJHPHQW UHVSRQVH HJ 9LFWRULDQ
5HYLHZSS±±4XHHQVODQG,QTXLU\ ILQDO UHSRUWSS±FRYHUDJHRI
ZDUQLQJ V\VWHPV 9LFWRULDQ5HYLHZSS±DGPLQLVWUDWLYHDUUDQJHPHQWV IRU GDPV
4XHHQVODQG,QTXLU\LQWHULPUHSRUWSFRXQFLOSURFHVVHVLQDVVHVVLQJGHYHORSPHQW
DSSOLFDWLRQV4XHHQVODQG,QTXLU\ILQDOUHSRUWS1*2LQYROYHPHQW LQHYDFXDWLRQV
4XHHQVODQG ,QTXLU\ LQWHULP UHSRUW S  DQG UHFRYHU\ DUUDQJHPHQWV 9LFWRULDQ





DQG H[SHUWLVH 2WKHU FRQVLGHUDWLRQV LQFOXGH FRQIOLFWLQJ UHVSRQVLELOLWLHV DQG WKH ODFN RI
FRUUHODWLRQRIDGPLQLVWUDWLYHDQGQDWXUDOJHRJUDSKLFERXQGDULHV







,Q RUGHU WR YDOLGDWH ILQGLQJV IURP WKH OLWHUDWXUH UHYLHZ DQG WR JDLQ D PRUH LQGHSWK
XQGHUVWDQGLQJ RI LVVXHV UHOHYDQW WR FOLPDWH FKDQJH DGDSWDWLRQ LQWHUYLHZV ZHUH
FRQGXFWHGZLWK LQGLYLGXDOVZKR KDG H[SHULHQFH DQG H[SHUWLVH LQ ILHOGV UHOHYDQW WR WKH
SURMHFW 7KHVH ILHOGV LQFOXGHG HPHUJHQF\ PDQDJHPHQW LQVXUDQFH ORFDO JRYHUQPHQW
IORRGSODLQPDQDJHPHQWDQGHFRV\VWHP UHVHDUFK3ULRU WR LQWHUYLHZV EHLQJ FRQGXFWHG
WKH SURSRVHG UHVHDUFK DQG DFFRPSDQ\LQJ SDUWLFLSDQW LQIRUPDWLRQ VKHHW FRQVHQW IRUP
DQG WRSLF JXLGH ZHUH VXEPLWWHG WR WKH $18¶V +XPDQ (WKLFV &RPPLWWHH 7KLV ZDV
DSSURYHGE\WKH&RPPLWWHHRQ)HEUXDU\

3RWHQWLDO LQWHUYLHZHHV ZHUH VHOHFWHG YLD D QXPEHU RI SURFHVVHV 7KH SURMHFW¶V (QG
8VHUV&RPPLWWHHFRPSULVLQJLQGLYLGXDOVIURPWKHDERYHDUHDVRIH[SHUWLVHZHUHDVNHG





WKDW PHHWLQJ DGYLFH ZDV RIIHUHG E\ VRPH PHPEHUV WR LQFOXGH LQWHUYLHZHHV ZLWK
H[SHUWLVH LQ HFRV\VWHP DSSURDFKHV WR IORRGPDQDJHPHQW 7KLV DGYLFHZDV DFFHSWHG
DQG VXJJHVWHG LQWHUYLHZHHVZHUH DSSURDFKHG 7KH QXPEHU RI LQWHUYLHZVZDV GLYLGHG






WKDW VHYHUDO KDG H[WHQVLYH H[SHULHQFH LQ PRUH WKDQ RQH DUHD )RU H[DPSOH ORFDO
JRYHUQPHQW LQWHUYLHZHHVKDGH[SHULHQFHLQHQJLQHHULQJDVSHFWVRIIORRGPDQDJHPHQW
HPHUJHQF\ PDQDJHPHQW DQG IORRGSODLQ PDQDJHPHQW DQG SODQQLQJ ZLWKLQ WKHLU
UHVSHFWLYHRUJDQLVDWLRQV2QH LQVXUDQFHSURIHVVLRQDO LQWHUYLHZHGKDGSULRUH[SHULHQFH
RI IORRG PDQDJHPHQW LQ WKH SXEOLF VHFWRU )ORRGSODLQ PDQDJHUV VRPHWLPHV KDG
H[SHULHQFH LQ UHVHDUFKDQGVRRQ7KXV WKH µFDWHJRU\¶ JHQHUDOO\ UHIOHFWV WKHSHUVRQ¶V
FXUUHQW SRVLWLRQ RU WKH SULPDU\ UHDVRQ WKH SHUVRQZDV VHOHFWHG IRU LQWHUYLHZ DQG QRW
QHFHVVDULO\WKHLURYHUDOOH[SHULHQFH
)RUORFDOJRYHUQPHQWLQWHUYLHZHHVERWKXUEDQDQGUXUDOPXQLFLSDOLWLHVZHUHUHSUHVHQWHG
LQDUHDVVXEMHFW WR UHJXODU IORRGLQJ6WDWHJRYHUQPHQWSHUVRQQHO IURPERWK4XHHQVODQG
DQG9LFWRULD ZHUH LQWHUYLHZHG 7KHUHZHUH QR IHGHUDO JRYHUQPHQW LQWHUYLHZHHV WKRXJK
IRXU LQWHUYLHZHHV QRWHG WKDW WKH\ KDG SUHYLRXVO\ ZRUNHG LQ HPHUJHQF\ PDQDJHPHQW
DJHQFLHVDWWKHIHGHUDOOHYHORQHRIWKHPIRU\HDUV
([SHULHQFHZDVVRPHWLPHV IRFXVHGRQRQHSKDVHRIHPHUJHQF\PDQDJHPHQWEXW IRU
PDQ\ LQWHUYLHZHHV HQFRPSDVVHG D QXPEHU RI SKDVHV SUHYHQWLRQ PLWLJDWLRQ
SUHSDUDWLRQ UHVSRQVH UHFRYHU\ UHYLHZ $ URXJK WDOO\ LQGLFDWHV DERXW  \HDUV RI
H[SHULHQFHWKRXJKWKLVLVOLNHO\WREHDQXQGHUHVWLPDWHDVWKHQXPEHURI\HDUVVSHQWLQ












D GHFLPDO SRLQW ± IRU H[DPSOH (0 ± LQGLFDWH WKDW PRUH WKDQ RQH SHUVRQ ZDV





FRPSOHWHG 7KLV HQVXUHG WKDW WKH LQWHUYLHZHU KDG DQ LQGHSWK XQGHUVWDQGLQJ RI WKH
VRXUFHPDWHULDOWKDWIRUPHGWKHEDVLVRIGLVFXVVLRQV
6L[WHHQ LQGHSWK LQWHUYLHZV ZHUH FRQGXFWHG GXULQJ -XQH DQG -XO\  ZLWK 
SDUWLFLSDQWV 4XHVWLRQV ZHUH DVNHG XVLQJ WKH WRSLF JXLGH VHH $WWDFKPHQW  $V WKH
LQWHUYLHZVZHUHVHPLVWUXFWXUHGDGGLWLRQDO µGLJGHHSHU¶TXHVWLRQVZHUHDOVRDVNHGWKDW




7KH FDWHJRU\ µZDUP XS TXHVWLRQV¶ LQFOXGHG TXHVWLRQV DERXW WKH LQWHUYLHZHH¶V FXUUHQW
UROHH[SHULHQFHDQGKRZWKH\ZHUHLQYROYHGLQWKH±IORRGHYHQWV$VSDUWRIWKLV
RQHTXHVWLRQDVNHGZDVLQWHUYLHZHHREVHUYDWLRQVDERXWZKDWZRUNHGZHOORUGLGQ¶WZRUN
ZHOOGXULQJ UHFHQW IORRGHYHQWV5HVSRQVHV WR WKLVTXHVWLRQKDYHEHHQ LQFOXGHG LQ WKH
DQDO\VLV6RPHWLPHVLQWHUYLHZHHVRIIHUHGLGHDVWKDWZHUHODWHUµWHVWHG¶E\SUHVHQWLQJWKH
YLHZRUREVHUYDWLRQWRVXEVHTXHQWLQWHUYLHZHHVWRREWDLQDVHFRQGRSLQLRQ2QHIXUWKHU
SRLQW WR EH PDGH LV WKDW WRSLF JXLGH TXHVWLRQV ZHUH RFFDVLRQDOO\ DQVZHUHG E\ WKH
LQWHUYLHZHHSULRUWRWKHLUEHLQJIRUPDOO\DVNHG:KHUHWKLVZDVWKHFDVH WKHWRSLFZDV
QRWUDLVHGDVHFRQGWLPH
,QWHUYLHZV ZHUH WDSHG ZLWK WKH FRQVHQW RI LQWHUYLHZHHV DQG WUDQVFULEHG XVLQJ D
SURIHVVLRQDO WUDQVFULSWLRQ VHUYLFH 7KLV HQVXUHG LQWHUYLHZ UHFRUGLQJ ZDV DFFXUDWH DQG










WKH RUGHU µSUHYHQWLRQ±SUHSDUDWLRQ±UHVSRQVH±UHFRYHU\¶ 6RPHWLPHV ZKHUH PHDVXUHV
WKDWDUHQRWFRPPRQSUDFWLFHLQ$XVWUDOLDZHUHEHLQJH[SORUHGWKHSUREOHPWKHPHDVXUH
DGGUHVVHG ZDV H[SORUHG ILUVW WKHQ WKH FRQFHSWV EHKLQG WKH PHDVXUH DQG WKHQ WKH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
LPSOHPHQWDWLRQ DVSHFWV )RU WKLV UHDVRQPDQ\ RI WKH FRPPHQWV WUDQVFULEHG LQ WKHVH
VHFWLRQVDUH ORQJEXW WKLVZDVGHHPHGQHFHVVDU\DV WKH\DUH FRQFHSWV WKDW DUH OHVV
ZHOOXQGHUVWRRGLQWKHFRQWH[WRIIORRGPDQDJHPHQW
6LPLODUYLHZV WKDWZHUHH[SUHVVHGE\GLIIHUHQW LQWHUYLHZHHVZHUHJHQHUDOO\ LQFOXGHG LQ
WKH WDEOHVGHVSLWH WKHLURYHUODSVR WKDW DQDVVHVVPHQWRI WKHGHJUHHRI FRQVHQVXVRU
GLVDJUHHPHQW FRXOG EH PDGH :KHUH PRUH WKDQ RQH LQWHUYLHZHH LV OLVWHG DJDLQVW D
FRPPHQWWKLVLQGLFDWHVWKDWWKHLGHDZDVH[SUHVVHGE\PRUHWKDQRQHLQWHUYLHZHHZLWK
ZRUGLQJ SULPDULO\ RULJLQDWLQJ IURP WKH ILUVW OLVWHG LQWHUYLHZHH 7KLV ZDV XVHG SULPDULO\
ZKHQFRQFHSWVZHUHEHLQJH[SODLQHGDVRSSRVHGWRRSLQLRQVRUZKHUH WKH LQWHUYLHZ
ZDVZLWKDJURXSDQGPRUHWKDQRQHLQWHUYLHZHHFRQWULEXWHGWRWKHGLVFXVVLRQ
:RUGV LQ LQYHUWHG FRPPHQWV DUH TXRWHV +RZHYHU RIWHQ WKH VSRNHQ ZRUG ZDV QRW
FRQFLVHRUFRPPHQWVUHTXLUHGVSHFLDOLVWNQRZOHGJHRIWHFKQLFDOWHUPV,QWKHVHFDVHV




DEOH WR JHW VRPH UHVRXUFHV RXW WR LQ RXU FDVH WKH UHJLRQDO QDWXUDO
UHVRXUFHPDQDJHPHQWERGLHV WREHDEOH WR VXSSRUW WKHHQJDJHPHQWRI
YROXQWHHUV LQ WKH FOHDQXSZRUN2QHRI WKH WKLQJVZHGLGZDV WRPDNH
VRPH IXQGV DYDLODEOH EDVLFDOO\ LQ DGYDQFH DYDLODEOH RI D FRXSOH RI
KXQGUHGWKRXVDQGGROODUVWRHDFKRIWKHWZRUHJLRQDO±UHJLRQVWKDWZHUH
DIIHFWHG6RWKDWWKH\FRXOGVXSSRUWWKHLUHQJDJHPHQWRIWKHYROXQWHHUVWR
JHW RXW LQ WHDPV WR KHOS ZLWK WKH FOHDQXS RI WKH ZDWHUZD\V DQG RWKHU
DIIHFWHGDUHDV¶
,QWKHWDEOHWKLVZDVDEEUHYLDWHGWR
,Q WHUPV RI LPPHGLDWH LQWHUYHQWLRQ ZH ZHUH DEOH WR PDNH VRPH IXQGV
DYDLODEOHLQDGYDQFHDFRXSOHRIKXQGUHGWKRXVDQGGROODUVWRHDFKRIWKH












µ:H DOUHDG\ KDG D IORRGPDQDJHPHQW SODQ LQ RXU FRXQFLO« VR ZH DOUHDG\ KDG SUH















LW ZRUNHG DQG UHVSRQGHG YHU\ ZHOO¶ µ2XU FRRUGLQDWLRQPHFKDQLVPVZRUNHG YHU\ ZHOO
2XU FURVV JRYHUQPHQW FROODERUDWLRQ ZRUNHG YHU\ ZHOO WR PRELOLVH DOO 4XHHQVODQG
JRYHUQPHQW WR DFFHVV UHVRXUFHV WR SURYLGH WKH DVVLVWDQFH ZKHUH ZH FRXOG RQ WKH
JURXQG « LW¶V D YHU\ FRRUGLQDWHG V\VWHP 6R ZH KDYHQ¶W KDG WKH SUREOHPV RI RWKHU
MXULVGLFWLRQV LQ WHUPVRI ODFNRIZKROHRIJRYHUQPHQWFRRUGLQDWLRQ ODFNRI OHDGHUVKLS LQ
UHODWLRQWRWKHIORRGV$QRWKHUWKLQJWKDWZRUNHGZHOOIURPWKHSHUVSHFWLYHRI3UHPLHUDQG
&DELQHWZDVWKHSROLWLFDO OHDGHUVKLSZHKDGGXULQJWKHIORRGVZLWK3UHPLHU%OLJKDW WKH




µ([DPSOHV WKDW ZRUNHG ZHOO ZHUH QRW VWDWHOHG DW DOO «:H¶YH KDG VRPH UHDOO\ JRRG




ZRXOGQ¶W EH RYHUZKHOPHG LQ D ODUJHVFDOH HYHQW %HFDXVH WKH\¶YH EHHQ VKUXQN WR WKH
VPDOOHVWSRVVLEOHVL]H WREHHIILFLHQW DQGFRVWHIIHFWLYHDQGEH OHDQDQGPHDQ:KLFK
PHDQVQRQHRIWKHPKROGWKHFDSDFLW\WRUHVSRQGWRODUJHVFDOHHYHQWVRUIRUHYHQWVWKDW
H[WHQGRYHUORQJGXUDWLRQVRIWLPH«VRWKHRQO\ZD\WRVXUYLYHLVQRZWKURXJKPXWXDO
DLGDUUDQJHPHQWV6R WKDW¶V UHDOO\DSRVLWLYH WKLQJ WKDWZH¶YHGRQH WKDW7KDW¶VQRW MXVW
GHSOR\LQJUHVRXUFHVDOVRGHSOR\LQJH[SHUWLVH¶
/* RQFRPPXQLFDWLRQVWUDWHJLHVGXULQJWKHIORRGHYHQW
µ,Q WKH LQLWLDOVWDJHV YDULRXVDJHQFLHVZHUHKDYLQJ WKHLURZQ >FRPPXQLW\PHHWLQJV@«












7KH&0$ UHSUHVHQWDWLYH ODQGHGE\KHOLFRSWHU µDQGZKHQVKHVSRNH WR WKHFURZG WKH\
ZHUHDQJU\:KHQ WKH ORFDO IORRGZDUGHQJRWXSDQGVSRNH WR WKHFURZGEHFDXVHKH













µ7KLQJV WKDW ZRUN DUH HQGOHVV IDFHWRIDFH FRPPXQLFDWLRQV ZLWK LQGLYLGXDOV DQG OLWWOH
JURXSV RI SHRSOH ZKHUH WKH\ FDQ MXVW FRQWLQXDOO\ XQORDG 6RPHWLPHV WKDW JHWV TXLWH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
KHDWHGWRZDUGVDXWKRULWLHVEXWDWWKHVDPHWLPHLW¶VDQHFHVVDU\SURFHVVWRJRWKURXJKLQ
RUGHU WREHDEOH WRSLFNXS WKHELWVDQGVWDUWZRUNLQJ LQDSRVLWLYHZD\«WUHDWSHRSOH
ZLWKFRWWRQZRRODOLWWOHELWDIWHUIORRGVDQGZRUNYHU\FORVHO\ZLWKWKHP¶
)0 2IWHQ WKH FRPPXQLW\ LV PDGH XS RI VRPH OHDGHUV DQG D ZKROH ORW RI IROORZHUV «
VRPHWLPHVOHDGHUVPD\XVHWKHRSSRUWXQLW\WRVRDSER[DOLWWOH«VRPHOHDGHUVPD\WDNH
WKHRSSRUWXQLW\ WRVKRZ UHDOKHURLFW\SH OHDGHUVKLS« LW¶V YHU\ LPSRUWDQW WREHDEOH WR
VHSDUDWH WKH WZR«HPSRZHU WKRVHRQHVZKRRIWHQFRPH IURP OHIW ILHOGDQGSXW WKHLU
KDQGXSDQGEHKDYHUHDOO\ZHOO
(5 ,Q WHUPV RI LPPHGLDWH LQWHUYHQWLRQ ZH ZHUH DEOH WR PDNH VRPH IXQGV DYDLODEOH LQ
DGYDQFH D FRXSOH RI KXQGUHG WKRXVDQG GROODUV WR HDFK RI WKH WZR UHJLRQV WKDW ZHUH




µ'HSHQGLQJRQZKLFKDUHD LQ4XHHQVODQG \RX¶UH LQ WKHUHZDVDJUHDWHUSHQHWUDWLRQRI
IORRG LQVXUDQFHLQWKHFRPPXQLW\6RUXUDOO\DERXWRISHRSOHKDGSXUFKDVHGIORRG
FRYHU LQ WKH FLW\ RI %ULVEDQH DQG ,SVZLFK RQO\ DERXW  RI SHRSOH KDG DQG LQ WKH
/RFN\HU9DOOH\LWZDVWUHDWHGDVDGLIIHUHQWW\SHRIHYHQWE\LQVXUHUVVRRISHRSOH








(5 µ>LQ@ WKHVXEXUEVZKHUH >UHFRQVWUXFWLRQ LV@KDSSHQLQJPRUHDXWRQRPRXVO\ , WKLQNWKHUH
SHRSOHDUHPDNLQJFKDQJHVNQRZLQJWKDWWKHUHWKDWLVSRWHQWLDOULVNLQWKHIXWXUHSHUKDSV
DQLQFUHDVLQJULVN«KRXVHVQHDU*UDFHYLOOHDQG2[OH\«WKHUHDUHDORWRIKRXVHVWKDW





VWXG\RI WKHLUGLHWDQGUHSURGXFWLYH WLVVXHVKLJKOLJKWV WKH LPSRUWDQFHRI WKHFRQQHFWLRQ
EHWZHHQ ULYHUV DQG IORRGSODLQV IRU ILVK UHFUXLWPHQW DQG SURGXFWLYLW\ µPRVW RI WKH
SURGXFWLYLW\LQWKHVHULYHUV\VWHPVLVGULYHQE\IORRGSODLQLQWHUDFWLRQ¶
)0 µ2XUYDULDELOLW\RIIORZVDQGWKHYDULDELOLW\RIRXUK\GURORJ\PHDQVWKDWZHGRQ¶WKDYHHQRXJK











LW DQG«VRPH IDUPLQJ V\VWHPV FDQ SRWHQWLDOO\ EH LPSURYHG E\ WKH RGG IORRG ERWK LQ
WHUPVRIGURSSLQJQXWULHQWVDQGZHWWLQJXSWKHSURILOHDQGZDVKLQJDZD\VDOW¶
(5 µIURP DOO WKH GDWD WKDW ,¶P DZDUH RI WKH PRVW DPD]LQJ UHFRYHU\ LV LQ WKH ZDWHUELUG
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG



















DXWKRULWLHV VR WKH\PLJKWQRWKDYHKDG WKH UHVRXUFHV WKH\ QHHGHG WRSUHSDUH IRU WKH
VFDOHRIWKHGLVDVWHU%XWRQHRIWKHPZDVDODUJHDXWKRULW\¶ µ:HKDG&\FORQH<DVLDW
























µWKLQJV WKDWGLGQ¶W JRVRZHOO«PD\EH UHVRXUFLQJ LQ WHUPVRI VRPHRIRXU UHVRXUFLQJ
PRGHOV«WKH\VHHPHGWRZRUNDUFKDLFDOO\VORZO\DWVRPHSRLQWVLQWLPH¶


















µURDGV IRU LQVWDQFH KDYLQJ PDWHULDO WR UHGHYHORS WKHVH URDGV :H KDYH VWUXJJOHG
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
7KHUH¶V QRW HQRXJK TXDUULHV WKHUH¶V UHVWULFWLRQV RQ EX\HUV RI TXDUULHV OLFHQVLQJ RI
TXDUULHV DQG QHZ FXWV WKLQJV OLNH WKDW 7KDW¶V D YHU\ ODUJH SUREOHP IRU XV DW WKH
PRPHQWWKDWZHFDQ¶WEXLOGLQIUDVWUXFWXUH«WUDQVSRUW LVWKHODUJHVWFRVWRIDQ\ MRERU
ZRUN WKDW ZH DFWXDOO\ GR«OHYHHV UHTXLUH D FODVV $ W\SH RI FOD\ PDWHULDO WR GHYHORS









µ,W WRRN XV VL[ PRQWKV WR JHW WKRVH &RPPXQLW\ 'HYHORSPHQW 2IILFHUV RQ XS KHUH LQ
4XHHQVODQG,WZDVDUHDOVWUXJJOH,WZDVDQRSSRUWXQLW\ORVW,WPHDQWWKDWWKH\VSHQWD
ORW RI WKHLU WLPH FDWFKLQJ XS UDWKHU WKDQ SXVKLQJ IRUZDUG:KHUHDV LQ9LFWRULDZKLFK




µVRPH RI WKH UHFRYHU\ SURJUDPV DUH VWLOO UXQQLQJ IURP WKH  EXVKILUHV ZKHUHDV
UHFRYHU\SURJUDPVIURPWKHIORRGHYHQWKDYHMXVWZRXQGXS¶
/* µ7KHSK\VLFDOVFDUVL[WZHOYHPRQWKVODWHULVVWLOOWKHUHEXWE\DQGODUJH\RXFDQGULYHLQWR
VRPH RI WKRVH SODFHV DQG VKUXJ \RXU VKRXOGHUV DQG JR µZHOO ZKDW FRXOG KDYH SRVVLEO\
KDSSHQHGKHUH"¶7KHUH¶VYLUWXDOO\QRWKLQJRQWKHVXUIDFHWKDW¶VVWLOOHYLGHQW<RXVWDUWWDONLQJ
WRSHRSOH«WKHUH¶VD ORW RI WKRVHSODFHVDQGXQGHUVWDQGLQJKRZ WKDWEURDGHUFRPPXQLW\
SV\FKRORJ\ LV DFWXDOO\ VWDQGLQJ XS D ORW RI WKRVH SODFHV DUH UHDOO\ RQ WKH HGJH RI MXVW








RQLRQ2QFH\RXVWDUWSHHOLQJ OD\HUVRII\RXFDQKDYH WKLV LQFUHDVH LQ IDPLO\YLROHQFH
DQG PRUH GHSUHVVLRQ DQG SV\FKRORJLFDO LVVXHV WKDW FRPH DERXW DFURVV WKH ZKROH
FRPPXQLW\¶
,16 µ)LIW\SHUFHQW >RI WKRVHZLWKRXW IORRG LQVXUDQFH@GLGQ¶WKDYH WKHULJKW LQIRUPDWLRQDQG
WKDW ZH VHH DV RQH RI WKH ELJJHVW LVVXHV LPSDFWLQJ FRPPXQLWLHV¶ DELOLW\ WR VWUXFWXUH














SODVWHU«VRPHRI WKHVHDUHDV >DUH@YHU\ ORZVRFLRHFRQRPLFFRPPXQLWLHV7KH\ MXVW





µ7KHUH¶V FLYLO OLWLJDWLRQ ,QWHUHVWLQJO\ WKH SODLQWLIIV DUH EULQJLQJ WKHLU H[SHUWV IURP WKH










RI WRSVRLORII ,WZDVDERXWDDFUHSDGGRFNZKLFKZRXOGKDYHEHHQD ORWRI ORRVH
VHGLPHQWORVW,QWKDWVDPHEORFNWKHUHZHUHTXLWHDQXPEHURIVXEVWDQWLDOJXOO\HURVLRQ
IHDWXUHV DV D GLUHFW UHVXOW6R WKHUHZDVTXLWH D ORW RI VFRXULQJ RIZDWHUZD\V E\ WKH
HYHQW EXW DOVR VRPH RI WKLV VOXPSLQJ ZKHUH WKH ODQG ZDV ZHW¶ (5 µPDVVLYH






















LQ WKH HFRORJLFDO IXQFWLRQLQJ DQG WKDW ZKLOH GXULQJ WKH GURXJKWV VRPH RI WKHVH
>HFRORJLFDO@FRPPXQLWLHVPLJKWEHVXIIHULQJDQGGHFOLQLQJ LQFRQGLWLRQDVZH MXGJH LW
EXWWKHQWKHVHELJIORRGVZLOOFRPHDORQJDQG\RX¶OOJHWDERRPRIGLIIHUHQWSURFHVVHV
WKDW UHJHQHUDWH WKHFRPPXQLW\6RZHZHQWRXW WR WKHQRUWKHUQ0XUUD\'DUOLQJEDVLQ
DUHD LQ WKH FRWWRQJURZLQJ DUHDV WKDW¶V ZKHUH WKH IXQGLQJ FDPH IURP WKH &RWWRQ
&5& WR ORRN DW LPSURYHPHQWV LQ FRQGLWLRQV DQG UHFUXLWPHQW RI WKRVH IORRGSODLQ NH\
VSHFLHV«:HZHUHYHU\GLVDSSRLQWHGWRILQGYHU\OLWWOH1RUHGJXPUHFUXLWPHQW6R,





x %ULVEDQH &LW\ &RXQFLOV )ORRG 5HVSRQVH 5HYLHZ %RDUG UHSRUW 0D\ 
%ULVEDQH5HYLHZ
x 4XHHQVODQG )ORRGV &RPPLVVLRQ RI ,QTXLU\ LQWHULP UHSRUW $XJXVW  ILQDO
UHSRUW0DUFK4XHHQVODQG,QTXLU\
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
x 9LFWRULDQ5HYLHZRI WKH)ORRG:DUQLQJVDQG5HVSRQVH LQWHULP UHSRUW
-XQHILQDOUHSRUW'HFHPEHU9LFWRULDQ5HYLHZ
x 1DWXUDO 'LVDVWHU ,QVXUDQFH 5HYLHZ ,QTXLU\ LQWR IORRG LQVXUDQFH DQG UHODWHG
PDWWHUV7URZEULGJH6HSWHPEHU1',5
6RPHLQWHUYLHZHHVPHQWLRQHGRWKHU$XVWUDOLDQUHYLHZVZLWKZKLFKWKH\ZHUHIDPLOLDU$V




x 5HYLHZ RI WKH %XUHDX RI 0HWHRURORJ\¶V FDSDFLW\ WR UHVSRQG WR IXWXUH H[WUHPH
ZHDWKHUDQGQDWXUDOGLVDVWHUHYHQWVDQGWRSURYLGHVHDVRQDOIRUHFDVWLQJVHUYLFHV
0XQURH'HFHPEHU%R05HYLHZ
x 5HIRUPLQJ )ORRG ,QVXUDQFH $ 3URSRVDO WR ,PSURYH $YDLODELOLW\ DQG
7UDQVSDUHQF\ &RQVXOWDWLRQ 3DSHU 7UHDVXU\ 1RYHPEHU  ,QVXUDQFH
7UHDVXU\
x 5HIRUPLQJ)ORRG ,QVXUDQFH&OHDULQJ WKH:DWHUV&RQVXOWDWLRQ3DSHU 7UHDVXU\
$SULO,QVXUDQFH7UHDVXU\
x 5HYLHZ RI 5HFHQW $XVWUDOLDQ 'LVDVWHU ,QTXLULHV 0RQDVK 8QLYHUVLW\ 2FWREHU
0RQDVK5HYLHZ

$ IDPLOLDULW\ZLWKRYHUVHDVUHYLHZVDSSURDFKHVWR IORRGRU IORRGSODLQPDQDJHPHQWZDV





















$VPLJKWEHH[SHFWHGSHRSOHKDGJUHDWHVWNQRZOHGJHDERXW WKH UHYLHZVSURGXFHG LQ
WKHLURZQVWDWH7KXVOHVVRQVOHDUQWPD\KDYHOLPLWHGDELOLW\ WRFURVVVWDWHERXQGDULHV




HFRV\VWHP DSSURDFKHV WR IORRG PDQDJHPHQW 7KH UHPDLQLQJ HFRV\VWHP UHVHDUFK






























,16 µ$OO RI WKH UHFRPPHQGDWLRQV DERXWPLWLJDWLRQ SURJUDPV DQG ODQG XVH SURJUDPV ODQG XVH
SURJUDPV EXLOGLQJ FRGHV DUH DOO VWURQJO\ VXSSRUWHG E\ WKH LQGXVWU\« LQIRUPDWLRQ DERXW
ZKHUHDUHWKHSULRULW\DUHDVIRUPLWLJDWLRQRUZKDWDUHPRUHDSSURSULDWH ODQGXVHSODQQLQJ
UHJLPHV DURXQG WKLV KD]DUG VR WKDW WKRVH IXWXUH SURSHUWLHV ZLOO EH DEOH WR EH LQVXUHG
3UREDEO\LW¶VWKHNH\LVVXHIRUXVFRPELQHGZLWKPLWLJDWLRQVIRUWKRVHH[LVWLQJSUREOHPVWKDW
DUHRXWWKHUH¶
(0 µ:KHUHWKH4XHHQVODQG5HSRUWKDVEHHQTXLWHXVHIXOHVSHFLDOO\ LWVILQDOUHSRUW LVZKHUHLW
IRFXVHGRQ IORRGSODLQ ULVNDVSHFWVDQGUHDOO\ ORRNLQJDWSUHYHQWLRQDQGSUHSDUHGQHVV ,W LV
SUREDEO\PRUHLPSRUWDQWWKDQ\RXUUHVSRQVHRSHUDWLRQLQWKHILUVWSODFH¶
,16 µ)RUWKHLQVXUDQFHLQGXVWU\DQGDOVR,WKLQNIRU$XVWUDOLDJHQHUDOO\VSHDNLQJ,WKLQNWKHNH\
WKLQJ LV WKHPDSSLQJ LVVXH± WKHULVNDVVHVVPHQWV , WKLQN WKH\DUHDEVROXWHO\HVVHQWLDO WR
HYHU\RWKHUFRPSRQHQWRIGHDOLQJZLWKQDWXUDOGLVDVWHU WKH IORRGV LQSDUWLFXODU8QOHVVZH
XQGHUVWDQGWKHULVNZHFDQ¶WUHDOO\SURSHUO\PLWLJDWHRUSUHYHQWRUDGDSWDQG,WKLQNWKHIDFW








µ7KH IORRG ZDUQLQJ RQHV , WKLQN DUH YHU\ LPSRUWDQW ZKHQ ZH¶UH WDONLQJ DERXW WKH 9LFWRULD












WKDW OHDG ,Q RXU FDVH RXU FRXQFLO VWHSSHG XS EHFDXVH WKH ,&& ZHUH RYHUZKHOPHG
3DUWLFXODUO\ IRUD ORQJHYHQW«WKH\ZHUH WRWDOO\RYHUZKHOPHG6R , WKLQNDV IDUDV WKH
QHZFRPPDQGDQGFRQWUROVWUXFWXUHWKH\¶UHGLVFXVVLQJ«WKDWZLOOEHDEHQHILW¶
(0 RQUHVLOLHQFH
µ,W FHUWDLQO\ JDYH VRPHFRQWH[W DURXQG FRQVLGHULQJ&RPPXQLW\5HVLOLHQFH&RPPLWWHHV
«LWZDVRQHRIWKHUHFRPPHQGDWLRQVWKDW¶VFXUUHQWO\QRWEHLQJVXSSRUWHGE\WKHVWDWHRI
9LFWRULD«,WKLQNWKDWLW¶VDJUHDWUHFRPPHQGDWLRQ¶
,16 µ, WKLQN LW NLQG RI FDPH RXW RI WKH LQTXLULHV SUHWW\ FOHDUO\ WKDW WKDW W\SH RI VWUDWHJLF
FRPSUHKHQVLYHDSSURDFKWRGLVDVWHUUHVLOLHQFHGRHVQRWH[LVWLQ$XVWUDOLD¶
,16 RQH[SHFWDWLRQVSODFHGRQORFDOJRYHUQPHQW

















WKHP KDV GHDOW ZLWK LW FRPSUHKHQVLYHO\ DQG QRQH KDYH OHG RQ WR WKH PRUH GLIILFXOW
FRQYHUVDWLRQDERXW³KRZGRZHIL[WKHPLWLJDWLRQSURJUDPLQ$XVWUDOLD´,WKLQNWKDW¶VDSLHFH
RI ZRUN ZKLFK VWLOO QHHGV WR EH GRQH D WRSGRZQ UHYLHZ RI IHGHUDO VWDWH DQG ORFDO

























FHQWLPHWUHV GLIIHUHQFH E\ UXQQLQJ PRGHOV WKDW RSWLPLVHG WKH UHOHDVH SDWWHUQ ZLWK
UHWURVSHFWLYH NQRZOHGJH« >WKH GDPPDQDJHUV@ZHUH YLOLILHG ,W ZDV D GLVJUDFH« LI
WKHUHZDVDIDLOXUHRIWKH&RPPLVVLRQLWZDVWKHIDLOXUHWRDFWXDOO\EHGGRZQWKDWLVVXH
«SDUWRIWKHSUREOHPZDVWKDWWKH\KDGODZ\HUVUDWKHUWKDQHQJLQHHUVWU\LQJWRILQGWKH
WUXWK«QRW WRFRPHWRDFRQFOXVLRQRQ WKDWTXHVWLRQZDVD IDLOXUH WRGHOLYHURQ WKHLU
WHUPVRIUHIHUHQFHLQP\YLHZ¶
/* µ'DPPDQDJHPHQWWRRNXSDQLQRUGLQDWHSHULRGRIWKHLQTXLU\¶VWLPH«WKHRSSRUWXQLW\




\HDUHYHQW LVQRZJRLQJ WREHD LQ\HDUHYHQW , WKLQN WKDW WKDW WKDW¶VD UHDOO\
VHULRXVRPLVVLRQWKDWWKHVHWKLQJVDUHOLNHO\WREHFRPHPRUHIUHTXHQWDFFRUGLQJWRWKH




µ, WKLQN WKH F\FORQH ZDV PLVVHG D ELW FRPSDUHG WR WKH IORRG« WKH H[WHQW WR ZKLFK
HPHUJHQF\PDQDJHPHQWV\VWHPVDQGHYDFXDWLRQFHQWUHVFRXOGKDYHGHDOWZLWKDGLUHFW
KLW >E\ D F\FORQH@ « ,¶P QRW FHUWDLQ WKHUH ZDV DQ\ DVVHVVPHQW DV WR ZKHWKHU WKH





µ7KH QDUURZLQJ RI WKH DVSHFWV RI WKH UHYLHZ DURXQG HYDFXDWLRQ ZDV QRW QHFHVVDULO\
KHOSIXO± WKHZD\ LWZDVQDUURZHGDURXQGYXOQHUDEOHSHRSOHDQG LQVWLWXWLRQV , WKLQN LW
ZRXOGKDYHEHHQJRRG LI WKDWKDGEHHQEURDGHQHGRXW«0XQLFLSDOHYDFXDWLRQSODQV
KDYHJRW WREH WDLORUHG WR LQGLYLGXDOFRPPXQLWLHVZKHUH¶V WKHHYDFXDWLRQURXWHVKRZ
ORQJLVLWJRLQJWDNHZKDWDUHWKHWULJJHUSRLQWVZKHUHDUHWKH\JRLQJWREHHYDFXDWHG






V\VWHPV ,I \RX ORRN DW WKH DPRXQW RI ZDWHU WKDW¶V QRZ DYDLODEOH WKDW ZDWHU¶V ZRUWK
PRUHWKDQWKHODQGLQPRVWSODFHV6RLW¶VEDVLFDOO\VDYHGZKROH LQGXVWULHVDQGZKROH
FRPPXQLWLHVDQG\HWWKHUH¶VWKLVVRUWRISHUFHSWLRQRIWKHVHHYLOIORRGVFRPLQJGRZQ«
LQ IDFW LI \RX GLG D FRVWEHQHILW DQDO\VLV RQ LW WKHUH¶G EH ZD\ PRUH EHQHILFLDO WKDQ
GHWULPHQWDO%XWLQTXLULHVQHYHUORRNDWLWLQWKRVHWHUPVRUQHYHUDVN³:HOOIORRGVDUH
JRLQJ WR KDSSHQ +RZ FDQ ZH PDQDJH WKHP VR WKDW WKHUH¶V WKH EHVW >RXWFRPH@"´
(VSHFLDOO\ZHVWHUQ9LFWRULDWKRVHWRZQVZLWKRXWULYHUVDQGZLWKRXWZDWHUZHUHEDVLFDOO\
GRRPHG ,W¶V DFWXDOO\ VDYHGZKROH FRPPXQLWLHV«EDVLFDOO\ DOO WKH ODNHV LQ WKH VWDWH
DSDUW IURP WKHFRDVWDO RQHVZHUHGU\« WKHVH IORRGVZHUHELJ HQRXJK WR DFWXDOO\ ILOO
WKHVH ODNHV « WKH VDPH ZLWK RXU ELJ UHVHUYRLUV 7KLV LV WKH RWKHU WKLQJ QR RQH
PHQWLRQV$OORXUELJUHVHUYRLUVDUHFDUU\RYHUVWRUDJHV6RWKH\¶YHJRW>FDSDFLW\WRKROG@

















VHQGPH GRZQ VRPH VDQGEDJV"´ ³:KHUH DUH \RX JRLQJ WR WDNH WKHP"´ ´2K , GRQ¶W
NQRZ ,QHHGVDQGEDJVDQGVDQG WRSXW LQ WKHP´ ³%XWZKDWDUH\RXJRLQJ WRGRZLWK






































 4XHVWLRQV RQ HIILFDF\ RI GLIIHUHQW PHDVXUHV IRU FOLPDWH FKDQJH
DGDSWDWLRQDQGSULRULWLHV
 'R \RX KDYH DQ\ RSLQLRQV RQ KRZ $XVWUDOLD VKRXOG WR DGDSW WR D FOLPDWH
FKDQJHVFHQDULRWKDWSUHGLFWVIORRGVRIFKDQJLQJIUHTXHQF\RUPDJQLWXGH
4XHVWLRQ  WDUJHWHG FOLPDWH FKDQJHDGDSWDWLRQ+RZHYHU LW VKRXOG EH QRWHG WKDW WKLV
RIWHQOHGWRGLVFXVVLRQVDERXWZKLFKPHDVXUHVZRXOGEHPRVWEHQHILFLDOWRWDFNOHIORRGV
LQJHQHUDO'LVFXVVLRQVDERXW IXWXUH IORRGLQJ WKUHDWVZHUHQRWRQO\FRQILQHG WRFOLPDWH
FKDQJHEXWDOVRWRRWKHUIXWXUHVFHQDULRVVXFKDVGHPRJUDSKLFFKDQJHV
$KDQGIXORILQWHUYLHZHHVDOVRKDGUHVHUYDWLRQVDERXWFOLPDWHFKDQJH±QRWVRPXFKWKH
HIIHFW RI LW RQ IORRGLQJ EXW WKH UHODWLYH VLJQLILFDQFH FRPSDUHG ZLWK RWKHU IDFWRUV 7KLV
LQHYLWDEO\ DIIHFWHG WKH HPSKDVLV RI GLVFXVVLRQV 7KXV FRPPHQWV LQ UHVSRQVH WR
4XHVWLRQDKDYHEHHQFDWHJRULVHGLQWRGLIIHUHQWPHDVXUHVSHRSOHIHOWZRXOGEHPRVW






$OO LQWHUYLHZHHV ZHUH DVNHG DERXW WKHLU XQGHUVWDQGLQJ RI WKH DQWLFLSDWHG HIIHFWV RI




















:KHQ UHVSRQGLQJ WR WKH TXHVWLRQ WKHVH LQWHUYLHZHHV SRLQWHG WR QDWXUDO FOLPDWLF









%XWEHFDXVHRI ULYHU UHJXODWLRQVDQG LQFUHDVLQJVDOLQLW\VXOSKLGLFVHGLPHQWVKDYHEXLOW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
XS DQG DFFXPXODWHG LQ DUHDV WKDW KDYH EHHQ PRUH SHUPDQHQWO\ IORRGHG VR SODFHV
ZKHUHWKHUHDUHZHLUVDQGWKLQJVOLNHWKDW:KHQ\RXJHWDGURXJKW±VRWKLVLVJRLQJWR







\RXU PHGLXPVL]HG IORRGV KDSSHQLQJ ZKLFK LV ZKDW KDV EHHQ UHPRYHG E\ ULYHU
UHJXODWLRQ7KDWSDWWHUQZLOOEHH[DFHUEDWHGE\WKHSURMHFWHGFOLPDWHFKDQJHV«>LI\RX
KDYH@ORZHUPHDQIORZVDQGWKHQELJVOXVK\IORRGV±\RX¶YHJRWPXFKPRUHFKDQFHIRU
DFFXPXODWLRQ RI DOO NLQGV RI ZKDW ZH WKLQN RI DV GHJUDGLQJ SURFHVVHV GXULQJ WKH GU\
SHULRG7KHQWKHVHELJIORRGV>DFW@DVDJHQWVWRGLVSHUVHLQYDVLYHVWKDWKDYHEHHQGRLQJ








(5 µ$V WKHK\GURORJ\EHFRPHVPRUH LQWHUPLWWHQW WKH ULYHU FKDQQHOVDUHJRLQJ WRFKDQJH
7KH\¶UH JRLQJ WR EH QDWXUDOO\ ZDQW WR EH PRUH YHJHWDWHG IRU ORQJHU SHULRGV 6R LW¶V
DFWXDOO\ XQGHUVWDQGLQJ KRZ WKH FKDQQHOVZLOO EHKDYHZKHQ WKH\¶UH OLNH WKDW RWKHUZLVH
ZH¶UH JRLQJ WR HQG XS ZLWK MXVW FRQFUHWH HYHU\ZKHUH (YHQ ZLWK FRQFUHWH DOO WKH\¶UH
















WKH H[SRVXUH WR FXUUHQW H[WUHPHZHDWKHU ULVNVZLWK D QDWXUDO H[WHQVLRQ RI WKDW EHLQJ
WKDW LI LQ WKH IXWXUH FOLPDWH FKDQJH ULVNV H[DFHUEDWH WKH H[WUHPH ZHDWKHU WKDW ZH¶OO
DOUHDG\KDYHDQDGDSWLYHSURFHVVLQSODFHWRVWDUWGHDOLQJZLWKWKDW¶




FHQWRIRXU WLPHDUJXLQJDERXWZKDW LWPLJKWEH OLNH LQ\HDUV¶ WLPH6R ,JXHVVZH





DQGKRZFDQZHSODQIRU WKHQH[W\HDUVDW OHDVW LQDGGUHVVLQJWKDWULVN"6RLIWKH
VFLHQFH LV WKDWFOLPDWHFKDQJHZLOOKDYHDQ LPSDFWRQIORRGLQJ ULVNZLWKLQ WKHQH[W









KDV LQFRUSRUDWHG FOLPDWH FKDQJH LQWR WKHLU IORRG VWXG\«:HGRQ¶W DFWXDOO\ JHW VHSDUDWH
LQIRUPDWLRQDERXWFOLPDWHFKDQJHDQGWKHQEXLOGWKDWLQWRRXUPRGHO¶
,16 µ,GRWKLQNWKDWWKHLPSDFWRI>FOLPDWHFKDQJH@LVUHDOO\VPDOOLQDQDQQXDOVHQVHFRPSDUHGWR
WKLQJV OLNH /D 1LxD RU WKH (O 1LxR 7KHUH DUH D ZKROH ORW RI SKHQRPHQD WKDW $XVWUDOLDQ
ZHDWKHUSDWWHUQVDUH LPSDFWHGE\ WKDWDUH IDUPRUH LPSDFWIXORQRXUZHDWKHU WKDQJOREDO
ZDUPLQJ 6R WKHUH¶V WKLQJV OLNH WKH ,QGLDQ 2FHDQ 'LSROH 7KHUH¶V WKH 3DFLILF 'HFDGDO




















UDLVH ZDWHU LQ  \HDUV¶ WLPH WKHUHIRUH ZH LQFUHDVH SUHPLXPV QRZ ± , FDQ¶W VHHPDQ\
LQVXUDQFHFRPSDQLHVGRLQJ WKDW&HUWDLQO\ZLWKLQWKHILUVWFRXSOHRI\HDUV\RX¶UHJRLQJWR
ORVHDOO \RXUPDUNHWVKDUHEHFDXVH \RX¶UHJRLQJ WREH UHDOO\H[SHQVLYHFRPSDUHG WR WKH
RWKHUVWKDWGRQ¶WKDYHWKHVDPHEHOLHIVDV\RX¶
87 µ,¶PQRW WHUULEO\H[FLWHGDERXWZRUU\LQJDERXWFOLPDWHFKDQJH¶VHIIHFWRQ IORRGLQJZKHQ
ZHFDQ¶WHYHQJHWSHRSOHWREHOLHYHWKHUH¶VEHHQIORRGLQJLQWKHSDVW6RLI\RX ORRNDW










)0 µ,¶PQRWVXUHKRZPXFKWKHZRUOGFKDQJHV LQWHUPVRI IORRGDFWLYLWLHVERWK LQWHUPVRI
UHVSRQVHDQGUHFRYHU\JLYHQYDULRXVGHJUHHVRIFOLPDWHFKDQJHLPSDFW,WKLQNDIORRG
LV D IORRG DQG WKH\¶YH EHHQ KDSSHQLQJ VLQFH WLPH LPPHPRULDO DQG , WKLQN LW¶V D YHU\
EUDYH>SHUVRQ@WRSUHGLFWWKHIORRGLQJW\SHSDWWHUQVZLOOFKDQJHLQDQ\VLJQLILFDQWZD\WR
WKHH[WHQWWKDWLWZLOODIIHFWKRZZHPLJKWUHDFWWRWKHP¶
)0 µ,W¶V LPSRUWDQW WR WKLQNDERXW IORRGLQJ IURPDFOLPDWHFKDQJHSHUVSHFWLYHEXWDOVR WKLQN
DERXWDJULFXOWXUHLQJHQHUDOIURPDFOLPDWHFKDQJHSHUVSHFWLYHDQGWKLQNRILWQRWLQWKH
VHQVH >WKDW@ LW¶OO DOO EH UXLQHG EXW WKH IDFW WKDW LW FUHDWHV DV PDQ\ RSSRUWXQLWLHV DV LW
FORVHVGRRUV¶
(5 µ3ODFHV OLNH WKH1HWKHUODQGV ±ZHOO DOO WKURXJK(XURSH ± >DUH@ DFWXDOO\ GHVLJQLQJ WKHLU
PLWLJDWLRQ PHDVXUHV DQG WKHLU FDWFKPHQW SODQV XVLQJ ZRUVWFDVH VFHQDULRV IURP WKH
FOLPDWH FKDQJH SURMHFWLRQV 6R ZH GHILQLWHO\ VKRXOG JLYHQ RXU LQKHUHQW YDULDELOLW\
FOLPDWHYDULDELOLW\¶




WRJHWKHU IURPGLIIHUHQWGLVFLSOLQHV WR WKLQNDERXW ZDWHUPDQDJHPHQWDQGPHDVXUH WKH
IUHVKZDWHUHFRV\VWHPZLWKUHVSHFWWRFOLPDWHFKDQJHDQGUHFHLYHGDYHU\FROGUHVSRQVH






IXOO UDQJHRIXQFHUWDLQW\7KHUHDUH ORWVRIDGDSWDWLRQ WKLQJV WKDWDUHJRLQJ WREHJRRG








µ/RFDOJRYHUQPHQWSHRSOHZHUHVD\LQJ ³2ND\ ILQH LIZH¶UHJRLQJ WRPDNHGHFLVLRQV
SODQQLQJ GHFLVLRQV DQG VD\LQJ µQR¶ WR SODQQLQJDSSOLFDWLRQV EDVHGRQ FOLPDWH FKDQJH
VFLHQFHLWQHHGVWREHDORWPRUHSUHFLVHWKDQZKDWLWLVEHFDXVHZHQHHGWREHDEOHWR
VD\ EHIRUH D FRXUW WKLV LVZK\ZH¶UH QRW DOORZLQJ GHYHORSPHQW ,I ZH VDLG ZH¶UH QRW




µ1HZ 6RXWK :DOHV DQG 4XHHQVODQG KDYH FRPH XS ZLWK D GLIIHUHQW VHD OHYHO ULVH
QXPEHU«1RZSDUW RIPH MXVW JRHV KRZRQHDUWK GR \RX H[SHFW DOO FRXQFLOV« WR
DJUHHDQGKDYHVRPHNLQGRIVXSSRUWLYHDQGFRRUGLQDWHGDWWLWXGHWRKRZWKH\¶UHJRLQJ
WRGHDOZLWKFOLPDWHFKDQJHLPSDFWVDQGORRNDWDGDSWLYHDFWLYLWLHVIRUWKHLUFRPPXQLW\LI





IORRG HYHQWV ZKLFK PDNHV LW PXFK PRUH GLIILFXOW WR HVWDEOLVK D FUHGLEOH SROLF\
LQWHUYHQWLRQ¶






µ)ORRG SODQQLQJ LV DOO DERXW SUHGLFWLQJ IORRGV:H KDYH WR PDNH SUHGLFWLRQV RI WKHLU
IUHTXHQF\WKHLUPDJQLWXGHWKHLUH[WHQW,I\RXEDVHLWRQWKHSDVWUHFRUGZH¶UHDFWXDOO\












VD\ ³*LYHXV WKHH[WHQWRI WKH\HDU IORRG´«WKHUH¶VDOPRVWQRKD]DUG WKDW LVDV
SUHGLFWDEOHDQGWKHZKROHFOLPDWHFKDQJHWKLQJLVJLYLQJSHRSOHDQH[FXVHWRQRWWDNH
WKDWFHUWDLQW\LQWRDFFRXQW«1RWKLQJSOD\VLQWRWKHKDQGVRIGHYHORSHUVOLNHXQFHUWDLQW\





KHOO RI D ORWZHFRXOGGR DERXW WKH OLNHOLKRRG«EXW WKHUHZDVD IDLU ELWZHFRXOGGR
DERXW WKHFRQVHTXHQFHVDQGRXU IRFXV LQWR WKH IXWXUH LV WR WU\DQGZRUNRXWKRZZH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
PLWLJDWH DJDLQVW WKH FRQVHTXHQFHV RI IORRGLQJ DQG KRZZHPDNH FRPPXQLWLHVPRUH




VFHSWLFV LV WKDW WKH FOLPDWH FKDQJH GHEDWH KDV QHYHU EHHQ DEOH WR UHDFK GRZQ LQWR
VRPHERG\¶VEDFN\DUG:HILQGWKDWLIZH«WDONWRVRPHERG\DERXWWKHLUIORRGULVNZH
QHHG WR EH DEOH WR WDON WR WKHPQRW RQ D VXEXUE EDVLV RU D WRZQVKLS EDVLV2Q WKHLU
DFWXDOO\SURSHUW\6R WKHVDPH WKLQJ , WKLQN LIZH¶UH JRLQJ WR WDONDERXW WKH ULVNV WKDW
FOLPDWHFKDQJHDFWXDOO\,VXSSRVHSRVHVWRSHRSOHDQGWKHLUSURSHUWLHVZHQHHGWREH
DEOH WR VD\ KRZ WKH\¶UH JRLQJ WR DIIHFW WKHLU LQGLYLGXDO SURSHUW\ « ,W¶V DOPRVW OLNH
VRPHERG\ QHHGV WR JHW D SHUVRQDOLVHG OLWWOH IDFW VKHHW RI DOO WKH GLIIHUHQW SRWHQWLDO
LPSDFWVWKDWWKH\PLJKWIDFHRQWKHLUSURSHUW\DQGEHDEOHWRVHHWKDWRQDPDSEDVLV¶
(0 µ,PSURYLQJWKHFRQILGHQFHRIFOLPDWHFKDQJHSUHGLFWLRQVREYLRXVO\HQDEOHVEHWWHUEX\LQ
IURPSROLWLFLDQV DQG VHQLRU SXEOLF VHUYDQWV LQ UHJDUG WR WKHDSSURDFK WKDW LV WDNHQ WR
PLWLJDWH LPSDFWV , WKLQN FRPSOHWH FHUWDLQW\ LV QHYHU H[SHFWHG EXW , WKLQN PRUH
FRQILGHQFHLQWKHGHEDWH¶
(5 µ$OO WKH SURMHFWV ,¶YH EHHQ LQYROYHG LQ UHFHQWO\ DERXW GRZQVFDOLQJ DQG SURYLGLQJ
LQIRUPDWLRQDQGFOLPDWHFKDQJHSURMHFWLRQLQIRUPDWLRQMXVWUHDOO\VXJJHVWVWKDWLWWDNHVD
ORW RI PRQH\ DQG >KXPDQ UHVRXUFHV@ WR GR WKLV NLQG RI GRZQVFDOLQJ DQG WKH
XQFHUWDLQWLHV MXVW JURZ HQRUPRXVO\ DQG WKHUH¶V QR HYLGHQFH WKDW WKDW UHDOO\ DLGV LQ















,16 µ5LVN DVVHVVPHQWV«DUH DEVROXWHO\ HVVHQWLDO WR HYHU\ RWKHU FRPSRQHQW RI GHDOLQJZLWK





,16 µ3DUWLFXODUO\ LQ 4XHHQVODQG >WKHUH¶V@ WKLV UHOXFWDQFH WR SURYLGH LQIRUPDWLRQ DERXW ULVN
EHFDXVHRIFRQFHUQVDERXWKRXVHSULFHVDQGEHLQJOLDEOHIRUGDPDJHV«/RFDOFRXQFLOVLQ
4XHHQVODQGPDLQO\DUHWKHPDLQFXOSULWV¶
)0 :KDW¶VPLVVLQJ LVDGLJLWDOHOHYDWLRQWRROZKLFKDOORZVSHRSOH WRDSSO\IORRGVWXG\GDWDWR
WKHLUSURSHUW\:KDW¶VPLVVLQJLVWKH*RRJOH(DUWKW\SHPDSSURGXFWZKHUH\RXFDQGLDOXS





,16 7KH IORRG VWXGLHV XVHG E\ WKH LQVXUDQFH LQGXVWU\ DUH QRW DOZD\V SXEOLFO\ UHOHDVHG







LQIRUPDWLRQ DJDLQVW WKDW DGGUHVV « DW WKH PRPHQW LW¶V EDVHG RQ ODUJHO\ DQ\ FRXQFLO
VWXGLHV WKDW DUH DYDLODEOH RU DQ\ VWDWHZLGH VWXGLHV WKDW DUH DYDLODEOH 'LJLWDO HOHYDWLRQ
PRGHOOLQJ DQ\ LQIRUPDWLRQ DERXW IORRG OHYHHV DQG RWKHUPLWLJDWLRQ LQIUDVWUXFWXUH ,W¶V QRW
YHU\FRPSOHWH6RDOWKRXJKLW¶VSUHWW\JRRGLQVSRWVLW¶VQRWYHU\JRRGLQDORWRIRWKHUVSRWV




,16 µ6KDULQJRIGDWD ,WKLQN LVSUREDEO\WKHELJJHVWFKDOOHQJH«SHRSOHZRQ¶WZDQW LWNQRZQ
EHFDXVH WKHLU SURSHUW\ YDOXHV ZLOO FRPH GRZQ« FRXQFLOV ZRQ¶W ZDQW WR GR LW EHFDXVH
WKH\¶OOSUREDEO\SXWGHYHORSPHQWVLQIORRGSODLQV«WKHRSHQQHVVRIGDWD,VXVSHFWLVJRLQJ
WREHDELJLVVXH¶
87 µ7KH $XVWUDOLDQ ZDWHU VHFWRU KDV GHYHORSHG D PRGHO « RQ ZRUNLQJ RXW WKH LPSDFWV RI
FOLPDWH FKDQJH RQ OLIHF\FOH FRVWV 7R EH DEOH WR PDNH EHWWHU GHFLVLRQV QRZ DERXW
LQYHVWPHQWIRUWKHQH[W\HDUV¶





\RX¶UHDW ULVN WKHQ\RXQHHG WREH WUDLQHG WRXQGHUVWDQGZKDW WKDW ULVNPHDQV WKHQ\RX






DW LW EHLQJ D IHGHUDOVWDWH JRYHUQPHQW UHVSRQVLELOLW\ WR VXEVLGLVH WKH FRVW RI GHYHORSLQJ
WKRVHPRGHOV













RI SLFWXUH WKH FOLPDWH RI WKH SODFH DW  NP QRUWK RI \RX QRZ DQG WKLQN DERXW WKRVH
FRQGLWLRQVLQ\RXUFRPPXQLW\LQ\HDUV¶WLPH¶
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG






RI WKDW LQIRUPDWLRQ WR IHHG LQWR RXU SODQQLQJ DQG ZKDW ZH QHHG WR SXW LQ SODFH WR
DFFRPPRGDWHRUWRPDNHWKRVHWKLQJVRFFXU:H¶YHJRWDVHFWLRQLQWKHIORRGVWXG\«










GLVDVWHU PDQDJHPHQW SHRSOH¶ µ7KH TXHVWLRQ WKDW ZDV DVNHG ZDV« KRZPXFK \RX
UHFNRQWKHULVHLQUXQRIIZLOOEH«LQWHUPVRIULYHUKHLJKWDVDUHVXOWRIFOLPDWHFKDQJH¶
µ>7KHUHZDV@QRUHVLVWDQFHRUDQ\NLQGRIRSSRVLWLRQWRLW«WKHFRQFHUQLQUHODWLRQWRLW







































µ7KH JHRPRUSKRORJ\ >FDQ UHYHDO@ VRPH RI WKH KLVWRULF IORRGLQJ EH\RQG WKH UHFRUGV «
%HFDXVH\RXFDQORRNDWWKHVHGLPHQWFRXUVHDQG\RXFDQVHHZKHUHWKHIORRGH[WHQWZDV
LQPXFKHDUOLHUWLPHV,WLQGLFDWHVZKHUHWKHULYHUFKDQQHOKDVPRYHGZLWKLQLWVEDQNVRYHU
WLPH«:KHUH \RX WKLQN D ULYHU FKDQQHO LV QRZ LWPD\ DFWXDOO\ SOD\ ZLWK LWV DUHD TXLWH
VLJQLILFDQWO\WRDQHDUOLHUFKDQQHOZKLFK\RXFDQ¶WQHFHVVDULO\VHHZLWKRXWORRNLQJDWVRPHRI




µ7KH JHRPRUSKRORJ\ZRUN LV SUHWW\ QHZDQG KDV RQO\ VR IDU EHHQ GRQH RQ WKH /RFN\HU
9DOOH\VRLW¶VDYHU\QHZWRRO«*ULIILWK8QLYHUVLW\¶
(5 µ0XUSK\¶V&UHHNLI\RXORRNDWLWIURPUHPRWHVHQVHGLPDJHVEHIRUHWKDWHYHQWLWZDVMXVW
VRUW RI DPHDQGHULQJ OLWWOH VWUHDP%XW \RX ORRNDW LW QRZ LW¶VDPDMRU VRUW RI FDUYHGRXW
ZDWHUZD\EXWLW¶VVWLOOZLWKLQWKHROGZDWHUFRXUVH,QWKH³EHIRUH´LPDJHV\RXFDQVHHZKHUH
WKHROGZDWHUFRXUVHZDV7KDWVWUHDPKDVHIIHFWLYHO\ UHFODLPHG LWVSUHYLRXVZDWHUFRXUVH
6RZKDWZHQHHGWRXQGHUVWDQG LVZKDWZLOOKDSSHQLQ WKH ODQGVFDSH±EHFDXVH LQDELJ
HQRXJK HYHQW LWPD\ MXVW UHFODLPD SUHYLRXVZDWHUFRXUVHZKLFK GRHVQ¶W KDYH DQ\ OLYLQJ
PHPRU\RIKDYLQJEHHQOLNHWKDWEHIRUH







µ$SSURSULDWH ODQG XVH SODQQLQJ UHJLPHV DURXQG WKLV KD]DUG VR WKDW WKRVH IXWXUH
SURSHUWLHVZLOOEHDEOHWREHLQVXUHG«SUREDEO\LW¶VWKHNH\LVVXHIRUXV«¶
,16 µ)URPZKDW,XQGHUVWDQGIURPWDONLQJWRRXUWHFKQLFDOJX\VWKHLUYLHZLVLQIUDVWUXFWXUH
LV QRW WKH VROXWLRQ ,W¶V DERXW JHWWLQJ SHRSOH DZD\ IURPDUHDV LQ WKH ILUVW SODFH 7KH\











(0 µ7KHUHZHUH TXLWH D ORW RI QHZSURSHUWLHV WKDWZHUH VXEPHUJHGDQG VR WKDW SUREDEO\
UDLVHVTXHVWLRQVDERXWORFDOJRYHUQPHQWSODQQLQJ¶
87 µ2QHRIWKHWKLQJVZHFRXOGGRLVDFWXDOO\GHFLGHWROLYHZLWKIORRGVDQGDFWXDOO\XVHRXU





WKHUH¶VDFWXDOO\DJOREDO IRRGFULVLV7KHUH¶VVRPHVRUWRIELJRLO FULVLVFRPLQJ« MXVW
KRZVHYHUHLWLVLVDQRWKHUVWRU\<RXVWDUWORRNLQJDWWKRVHWKLQJVWKHQLI\RXKDYHD
PRUH VWUDWHJLF YLHZ \RX¶G EH VD\LQJ \HV , WKLQN ZH PLJKW XVH WKHVH IORRGSODLQV
VPDUWHU¶
/* µ6RPH RI WKH OHVVRQV SDUWLFXODUO\ XS DW WKH %HQMHURRS DUHD ZKHUH WKH EX\EDFN







PDNLQJ WKDW LQIRUPDWLRQ DYDLODEOH (LWKHU UHVWULFWLQJ RU LGHQWLI\LQJ IRU SRWHQWLDO
SXUFKDVLQJFXVWRPHUVWKDWWKH\DUHZLWKLQDIORRG]RQHDQGWKHUHLVDULVN¶
)0 µ:H¶YHJRWWKHWRROVWRPDQDJHIXWXUHGHYHORSPHQWWKURXJKORFDOJRYHUQPHQWSODQQLQJ
RYHUOD\V DQG DOO WKH UHVW RI LW 7KHUH¶V YDULRXV /L'$5 V\VWHPV « \RX FDQ PRGHO
IORRGLQJDKHOORIDORWEHWWHUQRZWKDQ\RXXVHGWREHDEOHWR6RWKHUH¶VQRH[FXVHIRU
QHZGHYHORSPHQWVEHLQJSXWLQYXOQHUDEOHDUHDV¶
)0 µ:HOO , WKLQN QRW DOORZLQJ QHZ GHYHORSPHQW LQ ULVN DUHDV LV WKH PRVW REYLRXV RQH¶







ILUVW WKLQJ \RXKDYHGR WR LQ SROLF\ >RQ@ ODQG LV WRPDNH VXUH WKDW WKHUH DUH QRPRUH
KRXVHVEHLQJEXLOWWKHUH«%HIRUH\RXFOHDQXSWKHSROLF\PHVVHVRIWKHSDVWRIZKLFK
WKHUHDUHSOHQW\PDNHVXUH\RX¶UHQRWFUHDWLQJDQ\LQWKHIXWXUH¶
(5 µ8VLQJ WKHPDQDJLQJ SODQQLQJ DQG ]RQLQJ UHJXODWLRQV WR NHHS SHRSOH RXW RI KDUP¶V
ZD\¶
(5 µ7KHUHDUHVRPHGLUHFW WKLQJV OLNHWKDW OLNHQRWSXWWLQJ LQIUDVWUXFWXUH LQKDUP¶VZD\«
LW¶V DOVR DERXW QRW SXWWLQJ SHRSOH LQ KDUP¶V ZD\ DQG « VXEGLYLGLQJ IORRGSODLQV IRU
OLIHVW\OHEORFNV LVUHDOO\ MXVWDVNLQJIRU WURXEOH(YHQWXDOO\ WKDWFRXQWU\ZLOOGRZKDW LW¶V




RI OHYHOV RI GHYHORSPHQW DUH DSSURSULDWH IRU WKH GLIIHUHQW DUHDV , WKLQN WKHUH DUH
GDQJHUVLQVD\LQJ³2KOHW¶VMXVWZDLWDQGVHHZKDWFOLPDWHFKDQJHVFHQDULR±KRZLW¶V
JRLQJWRSDQRXWDQGZH¶OOMXVWFRQWLQXHDQGDOORZGHYHORSPHQWLQWKHVHDUHDVWKDWZH
FDQ¶W SXOO EDFN IURP 6R WKHUH VKRXOG RQO\ EH UHDOO\ ORZ OHYHOV RI GHYHORSPHQW LQ
IORRGSODLQDUHDVFRPSDUHGWRZKDW¶VVWLOOJRLQJRQDWWKHPRPHQW,WKLQNWKDW¶VUHDOO\WKH
SULRULW\±LVSUHYHQWLRQ¶
(5 µ, WKLQNWKHSUHYHQWLRQDQGSODQQLQJ LVSUREDEO\JRLQJWREHNH\6RLW¶VJRLQJWRUHDOO\
UHTXLUH VRPH WRXJK GHFLVLRQV DURXQG VHWEDFNV >IURP WKH ULYHU@ DQG UHDOO\ UHLQIRUFLQJ











RSWLRQ 6R \RX FDQ DFWXDOO\ LQYHVW LQPDNLQJ \RXU KRPH VDIHU DQG LI ZH KDG LQVXUDQFH
FRPSDQLHVRQERDUGWKH\PLJKWDFWXDOO\EHLQWHUHVWHGLQUHGXFLQJSUHPLXPVIRUWKHUHVWRI
WKH OLIH RI WKH EXLOGLQJ LI \RX XQGHUWDNH WKHVH PHDVXUHV 6R WKLQJV OLNH ± ZKHWKHU LW¶V





















WKHIORRGV WKDWZHKDG LQ-DQXDU\VHHPHG WREUHDNDOO UHFRUGVDQGIORRGHGD ORWRI
KRXVHVWKDWZHUHUHFHQWO\JUDQWHGEXLOGLQJSHUPLWVXQGHUDUHDVRQDEOHVFHQDULR¶

)0 µ:HEXLOW RQVWLOWVDQG WKHQEXLOWXQGHUQHDWKVRD ORWRI WKHKRXVHVDURXQG*UDFHYLOOH
DQG6KHUZRRGDQG WKRVH VRUW RI SODFHVZHUH KLJKHQRXJKZKHQ WKH\ZHUH RULJLQDOO\
EXLOWEXWWKHQDSSURYDOVZHUH>JLYHQ@WRGHYHORSXQGHUQHDWKHQFORVLQJLQDQGWKRVHDUH
WKHDUHDVWKDWJRWGDPDJHG¶
(5 µ:KHUHFOLPDWHFKDQJHFRPSRXQGV WKLQJV LV WKDWGXULQJ WKH OHQJWK\GU\SHULRGVPRUH









)0 µ0HOERXUQH¶V QRW VRPXFK D SUREOHP ,PHDQ WKDW¶V JRW SUHWW\ VWULFW UHJXODWLRQ 7KH


































ZHUH « SHRSOH QHHG WR EH DSSURSULDWHO\ LQIRUPHG 2EYLRXVO\ WKHUH¶V PHWKRGV OLNH
SXWWLQJWKRVHWKLQJVRQODQGWLWOHDQGWHQXUHWRDGYLVHSHRSOHRISRWHQWLDOULVNDQGWKUHDW





VD\ ³1R WKDW¶VQRW DSSURSULDWH JLYHQDOO WKH HQYLURQPHQWDO FRQFHUQV´ DQG UHMHFW WKHP
7KHQWKH\JHWWDNHQWRFRXUWDQGRQHRIWKHFRXQFLOORUVWKDW,¶YHZRUNHGZLWKFORVHO\VDLG
WKDWQHDUO\WKHLUHQWLUHEXGJHWZDVFRQVXPHGZLWKGHIHQGLQJODQGDSSOLFDWLRQV6RPRVW




FKDQJLQJFOLPDWH >ZKHUH@ZH¶UHJRLQJ WRQHHG UHDOO\ WRXJK OHJLVODWLRQERWKDW ORFDODQG
VWDWHJRYHUQPHQW WRPDNHVXUH WKDW IORRGSODLQSODQQLQJ LVFRQVLVWHQWZLWK WKHYLHZ WKDW




>1% WKH FRPSHWLQJ SULRULWLHV GLVFXVVHG E\ (0 DUH LQFOXGHG LQ WKH VHFWLRQ RQ FRVW
HIIHFWLYHQHVV@
/* µ)ORRGSURQHZLWKZKDWOLNHOLKRRGIURPZKDWVRXUFH",W¶VSDUWRIWKLVZKROHZKDWLV4"
:KDW GRHV  LQ  PHDQ" :LOO WKH FOLPDWH UHDOO\ FKDQJH" 7KHUH¶V D ZKROH ORW RI
DUJXPHQWVWREHKDGEHIRUH\RXILQDOO\JHWWRWKDWSRLQWZKHUHVRPHWKLQJLVGHVLJQDWHGDV











µ0RVW RI WKH WLPH \RX¶YH JRW D IORRG RYHUOD\ EXW \RX¶YH QHYHU DFWXDOO\ SXW LW RQWR D
SODQQLQJVFKHPH«ZKDW¶VPLVVLQJDWWKHPRPHQWLVDQ\VRUWRIRYHUVLJKW¶
)0 µ+RZ GR \RX SODQ IRU VRPHWKLQJ WKDW¶V XQFHUWDLQ ZKHQ ZH¶UH GRLQJ D EDG MRE QRZ
SODQQLQJIRUVRPHWKLQJWKDWLVFHUWDLQ"¶
)0 µ2QH RI WKH SUREOHPV ZLWK D VWULFW SODQQLQJ V\VWHP LV WKDW \RX¶UH DFWXDOO\ VKLIWLQJ
UHVSRQVLELOLW\ IURP WKH SULYDWH HQWLUHO\ WR WKH SXEOLF GRPDLQ <RX¶UH VD\LQJ WR SULYDWH
GHYHORSHUV³:HOOE\XVJLYLQJ\RXDSHUPLWZH¶UHWHOOLQJ\RXWKDWLW¶VVDIH´¶
)0 µ2QH RI WKH UHDVRQV WKDW IORRG VWXGLHV KDYHQ¶W EHHQ SUHYLRXVO\ SXEOLVKHG « LV WKDW
FRXQFLOVPLJKWEHH[SRVHGIRUPDNLQJGHFLVLRQVZKLFKZHUHLQDVHQVHQHJOLJHQW«,I
FOLPDWH FKDQJH LV JRLQJ WR GUDPDWLFDOO\ LQFUHDVH WKH ULVN RI IORRG« DQG WKH FRXQFLO
GRHVQ¶W WDNH DFFRXQW RI WKDW DUH WKH\ WKHQ QHJOLJHQW IRU PDNLQJ DSSURYDOV IRU
GHYHORSPHQWVLQDUHDVZKLFKDUHJRLQJWREHXQGHUZDWHUEHFDXVHRIVHDOHYHOULVHIRU
H[DPSOH" 2U LQFUHDVHG VWRUP VXUJH ULVN RU IORRG HYHQWV" /*$4 ZRXOG RIWHQ UDLVH















WKH VWUXFWXUH RI IORRGSODLQV , DFWXDOO\ WKLQN \RX QHHG D VOLJKWO\ GLIIHUHQW DSSURDFK WR LW
DOWRJHWKHU>UDWKHUWKDQFKDQJLQJWRDPRUHFRQVHUYDWLYHSODQQLQJVWDQGDUG@ZKLFKLVWRVD\
WKDW WKH KLJKHU WKH IORRG JHWV WKH PRUH SULYDWH UHVSRQVLELOLW\ \RX KDYH WR WDNH :KDW¶V
KDSSHQLQJEHFDXVHJRYHUQPHQWPDNHVSUHGLFWLRQVVRWKDW\RXFDQGUDZOLQHVRQPDSVLQ




DUHZHJRLQJ WRGRDERXW WKDW":HOO WKH ILUVW WKLQJZHVKRXOGQ¶W GR LVZHDNHQDOO RI WKH











µ,I D \HDU HYHQW DFWXDOO\ KDSSHQV WKH UHDOLW\ LV LW¶V JRLQJ WR EH VR FDWDVWURSKLF WKDW
JRYHUQPHQW¶VJRLQJWRUROORXWDQGIL[LWDQ\ZD\:HOOWKDWZRXOGEHP\YLHZ7KHSUREOHP
ZLWKIORRGLQJ LVQRW WKH\HDUHYHQWVRPXFKDVWKH ILYHDQGWKHDQGWKH\HDU
HYHQWV±\RX¶YHJRW WRPDNHVXUHWKDWSHRSOHDUHRXWRIWKRVHDUHDV,QDORWRIWKHVWDWH
WKH\DUHQ¶W¶
87 µ:H¶UHJRLQJ WRDFWXDOO\ UHGXFH WKHKLJKIUHTXHQF\ IORRGLQJ WKHVHDUH WKHVPDOO IORRG
HYHQWV6RZH¶OODFWXDOO\ZLSHRXWWKHLQVPD\EH>XVLQJ@XSVWUHDPVWRUDJHVDQG








LQ LIZHGR D WZRVWRUH\KRXVHDQG WKH ERWWRPVWRUH\ RI WKH KRXVH LVRQO\ NHSW DV
JDUDJHZHOODFWXDOO\WKHORVVFRVWLVSUREDEO\QRWWRREDG,W¶VDERXWWKLQNLQJDERXWZKDWDUH





«8QOHVV \RX MXVW VD\ ³:HOO ZH¶UHZLOOLQJ WR WDNH WKDW GDPDJH RQFHHYHU\  \HDUV´
ZKLFK«PD\EHDUHDVRQDEOHSURSRVLWLRQ%XWSHRSOHZKREX\WKRVHKRXVHVQHHGWRKDYH
WKH LQIRUPDWLRQDYDLODEOH WR WKHPRIZKDW WKDWUHODWLYHULVN LV«SHRSOHGRQ¶WNQRZWKDW³,





DQG SRWHQWLDOO\ RSHQHG XS VRPHQHZDUHDV IRU GHYHORSPHQW EXW WKHQ WKHUHZDV DOO WKLV








DERYH WKDW  OHYHO« ZLWK WKRVH FRQGLWLRQV WKHUH¶V DOVR SUREOHPV ,PHDQ \RX¶UH VWLOO
EXLOGLQJRQDIORRGSODLQVR\RX¶UHFKDQJLQJWKHEHKDYLRXUDQGWKHFKDUDFWHURI WKHDFWXDO
IORRGSODLQDQGWKRVHZLWKLQWKDWSDWK6RWKDWWKDWQHHGVWREHORRNHGDWDVZHOO0RVWRIWKH
WLPHZKHQGHYHORSPHQWDSSOLFDWLRQVGRFRPH WKURXJK WKH\¶UHQRW ORRNHGDW ODUJHVFDOH







DFFRXQW IRU WKH OLNHOLKRRG RI KLJKHU HYHQWV LQ WKH IXWXUH « WKDW ZRXOG FHUWDLQO\ EH D
UHFRPPHQGDWLRQ WR WDNH WKDW LQWR DFFRXQW « ZH¶UH JRLQJ WR JHW WKH ELJJHU HYHQWV VR


















WKDW¶V FHUWDLQO\ GRQH LQ DUHDVZLWK WKH VWDWHVZLWK VRPH VXFFHVV 6R UHDOO\ WKH DUJXPHQW
ZH¶YHJRWIRUPLWLJDWLRQLVWKDWZKHUH\RX¶YHJRWDQH[LVWLQJWRZQWKDWLVDWULVNIURPUHSHWLWLYH
IORRGLQJ WKDW LWV OHYHHVHOHYDWLRQUHPRYDORISURSHUWLHV LQH[WUHPHFLUFXPVWDQFHVVRUWRI
WKHOD\HUHGDSSURDFK\RXQHHGWRDFWXDOO\UHGXFHWKHSK\VLFDODWULVNUHWXUQSHULRGIRUWKHVH
SURSHUWLHV LQWKRVH ORFDWLRQV7KDW¶VWKHRQO\ZD\WKDW LQVXUHUVZLOOEHDEOHWR LQVXUHWKRVH
SURSHUWLHV¶







ZKHWKHU LW EH D VRFLDO JHVWXUH RI KHOSLQJ WKHP UHORFDWH WKHLU SURSHUWLHV :KHWKHU LW EH




WKLV \HDU RU DV ODVW \HDU >WKH IORRG@ ZLOO DFWXDOO\ EH XQGHU WKH IORRUERDUGV , GRQ¶W VHH D
SUREOHPZLWK WKDW EHFDXVH WKDW VKRXOG EH ORZFRVW GDPDJH EDVLFDOO\ZKDWHYHU LV VWRUHG
XQGHUQHDWK:KLFKPHDQVWKHIDPLO\FDQPRYHEDFNLQTXLFNO\UHVWRUHWKHLUOLYHVTXLFNO\JR
WRZRUNTXLFNO\JRWRVFKRROTXLFNO\UHVWRUHFRPPXQLW\IXQFWLRQLQJ¶
/* µ7KHUH¶V SOHQW\ RI PDQDJHPHQW SODQV LQ PDQXDOV WKH\¶UH GHYHORSLQJ DQG EXLOGLQJ ZLWKLQ

















6R IRUH[DPSOH \RX IODJDSURSHUW\(YHU\ WLPHDSURSHUW\¶VDERXW WREHVROG \RX¶GDFW
<RX¶G VD\ ZHOO WKHUH¶V JRLQJ WR EH D QHZ FRYHQDQW ± DQG WKLV LV D UHDO VRFLDO MXVWLFH
SUREOHP LQZK\VKRXOGEHZH LPSRVHQHZUHVWULFWLRQVRQSHRSOH WKDWZHUHQ¶W WKHUHZKHQ
WKH\ERXJKWWKHKRXVH¶





µ%XLOG UHVLOLHQFH LQWR WKRVH KRXVHV« WKH\¶YH MXVW WDNHQ RXW RQH VKHHW >RI J\SURFN@ DQG





GHDOZLWKZDWHU WKDW¶VEXFNHWLQJGRZQSXPSHGRII WKHVLWH WKURXJKDVWUDZ WKH\QHHG WR
KDYH VRPH JUDYLW\ IHHG UHOLHI JDWHV 6RUW RI YDOYH VLWXDWLRQ VR WKH\ FDQ UHOHDVH ODUJH
YROXPHVGXULQJWKHHYHQWVRWKDWWKHLQFUHDVHLQVDOLQLW\LVGLOXWHGVXIILFLHQWO\WREHZLWKWKHLU
VLPXODWHGFDSDFLW\RIWKHZDWHUZD\1RZWKDW¶VPRQWKVDQGPRQWKVRIZRUN7KHUHPLJKWEH
VRPH GHVLJQ LVVXHV >7KH 4XHHQVODQG JRYHUQPHQW LV@ ZRUNLQJ ZLWK WKHPLQLQJ VHFWRU WR
LGHQWLI\ ZKDW WKRVH GHVLJQV ORRN OLNH KRZ WKH\ FDQ EH UHJXODWHG DQG ZKDW WKH QHZ
UHJXODWLRQVZRXOGEH+RZZHPHDVXUHVDOLQLW\LQIORRGHYHQWVDQGWKRVHVRUWVRIWKLQJV¶
 5HORFDWLRQ
,16 µ, WKLQN$XVWUDOLDQV KDYH WKLV LGHDRIZHZLOO QRWEHPRYHGRUZHZLOO UHEXLOG UHEXLOG«
VKRXOG>ZH@EHPDNLQJWKRVHWRXJKGHFLVLRQV«DQGQRWZDLWLQJIRUVRPHWKLQJKRUULEOHOLNH
WKH/RFN\HU9DOOH\ WRRFFXU$FWXDOO\ GRLQJ LW EHIRUH WKRVH WKLQJVKDSSHQEDVHGRQ WKH
LQIRUPDWLRQZHKDYHDERXWZKDWFRXOGKDSSHQ¶
,16 RQUHEXLOGLQJDQRWKHUKRXVHLQWKHVDPHVSRWDVRQHWKDWKDVEHHQGHVWUR\HG
<RXFDQDGYLVHSHRSOH WKDW WKLV LVZKDWFRXOGKDSSHQEXW \RX¶UHSUHVXPLQJ WKDW WKH\¶UH
JRLQJWRDFWLQDZD\WKDWLVORQJWHUPZKLFKLVQRWDOZD\VWKHFDVH7KHJRYHUQPHQWKDVWR
PDNHWKDWGHFLVLRQEHFDXVHWKH\¶UHWKHRQHVZKRFDQ
87 µ,Q $XVWUDOLD IRU WKH ODVW  \HDUV >ZH@ DFWXDOO\ KDYH EHHQ EX\LQJ EDFN IORRGSURQH
SURSHUWLHV,QVRPHFRXQFLODUHDVDQGVRPHVWDWHVWKHUHKDVEHHQTXLWHDQHIIRUWRQWKDW







VROGEDFN WRJRYHUQPHQW7KDW¶VGRQH IRUQDWLRQDOSDUNV LW¶VGRQH IRU IUHHZD\VZHKDYH
PHWKRGRORJLHVIRUDFWXDOO\GRLQJWKDWZHGRQ¶WKDYHWKHZLOOWRGRWKDW¶
(0 µ&RXQFLOVDQGJRYHUQPHQWVKDYHEHHQGRLQJEX\EDFNSODQVIRUWKRVHSODFHVWKDWIORRGRQD
PRUH UHJXODU EDVLV « GRQH LQ %ULVEDQH EXW LW¶V D VORZ SURFHVV RI EX\LQJ EDFN WKRVH
SDUWLFXODULQQHUFLW\SODFHVSURQHWRIORRGLQJDQGVXEMHFWWRIORRGLQJ¶
(0 µ7KHUH KDV EHHQD VFKHPHRSHUDWLQJGRZQRQ WKH/RZHU /RGGRQ«DERXW YROXQWDU\
EX\EDFNV¶
/* RQWKH*UDQWKDPUHORFDWLRQ
µ7KH FRXQFLO >ZKLFK LV@ HVVHQWLDOO\ DW WKH FHQWUH RI WKLV RQH LV QRZKDYLQJ VRPH UHDO
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
GLIILFXOWLHV FRQYLQFLQJSHRSOH WKDW WKH\VKRXOG LQ IDFW VZDS WKHLU ORYHO\ ULYHUVLGH EORFN
WKDW WKH\ OLYHG LQ VSHFLILFDOO\ EHFDXVH LW ZDV WKHPRUH EXFROLF SDUW« >SHRSOH KDYH@
EHHQWROGWKDWWKLVZDVDLQRUDLQHYHQW6RQRWPDQ\SHRSOHILJXUHWKH\¶UH
JRLQJ WR OLYH IRU\HDUVVR LW¶VSUREDEO\VDIH WRJREDFN%XWDOVR WKHKLOO WKDWKDV
EHHQDOORFDWHGDV WKHQHZHVWDWH LQ*UDQWKDP LW¶VDEORRG\XJO\ SLHFHRIZLQGVZHSW
SDWFKRIQRWKLQJ7KHUH¶VEDUHO\D WUHHRQ LW«VRPHKDYH MXPSHGDW WKHRSSRUWXQLW\
RIIORDGHG WKHLUSURSHUW\GRZQEHORZDQGFRPSOHWHO\FRPPLWWHG WREHLQJRQ WKH WRSRI
WKH KLOO 7KHUH DUH RWKHUV ZKR DUH GLJJLQJ WKHLU KHHOV LQ DQG VD\LQJ XQGHU QR
















µ, WKLQN \RX¶G KDYH WKH ORFDO FRPPXQLW\ LQ DQ XSURDU EHFDXVH WKHLU OHYHOV RI VHUYLFH





IRUDSURSRUWLRQRI WKHFRPPXQLW\ WKHUH¶VDZKROH ORWRIRWKHUSHRSOHWKDWUHPDLQDQG
WKHUH¶V D UHDO JULHYLQJSURFHVV EHFDXVH WKH\ VHHRYHU D YHU\ VKRUW SHULRG RI WLPH D
ODUJHQXPEHURIWKHLUIULHQGVDQGFRQWDFWVDQGZKDWKDYH\RXPRYLQJDZD\6RZKHQ




µ:KHQZHSXW WKHVHRWKHUSURSHUWLHVEDFNRQ WKHPDUNHWDQGRWKHUSHRSOHEX\ WKHP
WKDWZLOOEHWKHUHDOVHWWOLQJGRZQSHULRGEXWLWWDNHVDKHOORIDORQJWLPHIRU«LW¶VUHDOO\
KDUGIRUFRPPXQLWLHVWRJHWRYHUWKHVHWKLQJV¶
)0 µ,¶P DEVROXWHO\ FHUWDLQ WKDW ZKDW ZH¶YH GRQH WKHUH ZLOO OHDYH D SHUPDQHQW EHQHILFLDO






OHDYH LV EHFDXVH DIWHU WKH IORRGV WKH\ MXVW NQRZ HYHU\RQH LQ WKHLU VWUHHW (YHU\RQH
KHOSV RXW DQG WKH\ VKDUH WKHLU WRROV DQG SHRSOH FRPHDQGKHOS GR VRPHWKLQJ LQ WKH
JDUGHQRUIL[LQJXSKRXVHV«¶
(5 µ,Q VRPH SDUWV RI ORZHU %ULVEDQH DURXQG2[OH\ &UHHNZKHUH WKHUH DUH KRXVHV EXLOW
ULJKW QH[W WR WKH ULYHU HYHU\ WLPH LW IORRGV WKH\ JR XQGHU 6RPH RI WKRVH SURSHUWLHV
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
WKH\¶UHFRQVLGHULQJEX\LQJ WKHPRXW , WKLQN LQ WKH ORQJHU WHUP WKDW¶VSUREDEO\DFRVW
HIIHFWLYHVWUDWHJ\¶
 6WUXFWXUDOPHDVXUHV
,16 µ%ULVEDQH IORRGLQJ ± D ORW RI LW FDQ EH FRQWUROOHG E\ JDWHV IORRGJDWHV WKDW SUHYHQW
EDFNIORZDQGLVVXHVOLNHWKDW6RSDUWLFXODUO\RQVRPHRIWKHODUJHUFUHHNV\VWHPVWKDW
IORZLQWRWKH%ULVEDQHDQGWKH%UHPHU\RXFDQSUHYHQWDORWRIWKHSHDNIORRGLQJMXVWE\
VLPSOH IORRGJDWH V\VWHPV $W VRPH SRLQW WKRVH JHW RYHUZKHOPHG WKRXJK VR LW¶V QRW
JRLQJWRSUHYHQWHYHU\IORRGEXWLWZLOOSUHYHQWTXLWHDIHZRIWKHP¶
,16 µ,I\RXJRWRDQDUHDOLNH5RPD&KDUOHYLOOH6DLQW*HRUJH'LUUDQEDQGLDQGSODFHVOLNH
WKDW WKHQ\RX¶UH WDONLQJDERXW IORRG OHYHHVDORQJULYHUV\VWHPVDQG WKHVDPHVRUWRI
WKLQJLQ(PHUDOG¶
,16 µ>/HYHHVDUH@RQHRIWKHODVWRSWLRQVLQWKHOLQH±VR\RX¶YHDOUHDG\NLQGRIJRQHSDVWWKH









/* µ&RDVWDO HURVLRQ¶V RQHRI WKRVH UHDOO\ LQWHUHVWLQJ RQHVZKHUHHYHU\ERG\ZDQWV D VHD
ZDOOWRSURWHFWDJDLQVWHURVLRQEXWWKH\GRQ¶WZDQWLWEXLOWZHOOHQRXJKWKDWLW¶VJRLQJWR
LPSDFWRQµP\YLHZRIWKHRFHDQ¶5LYHUVDUHPXFKWKHVDPH,W¶VLQFUHGLEO\H[SHQVLYH








OHYHH DURXQG \RXU SURSHUW\ RU« LI \RX JHW D EXLOGLQJ SHUPLW DQG \RX¶UH RQ WKH ODQG
VXEMHFW WR LQXQGDWLRQ\RX¶UHUHTXLUHGWREXLOGDERYHWKH LQ\HDUIORRG OHYHO%XW
FHUWDLQO\ ,ZRXOGEH±SHUVRQDOO\ LI LWZDVPHEXLOGLQJRQWKHIORRGSODLQD ,ZRXOGQ¶W
EXLOGWKHUHEXWE,¶GSXWDULQJOHYHHDURXQGP\SURSHUW\¶
(5 µ3ODQQHG RU PDQDJHG DGDSWDWLRQ « VKRXOG FRQFHQWUDWH ILUVWO\ RQ LGHQWLI\LQJ DQG
VHFXULQJ\RXUPRVWYXOQHUDEOHDVVHWV6RREYLRXVO\WKHUHDUHJRLQJWREHVRPHWKLQJV
WKDWDUHVRDWULVNIURP«FKDQJHVWRIORRGLQJWKDW\RXUHDOO\UHDOO\YDOXH,IWKH\FDQ




:H FDQ SURWHFW WKDW LQIUDVWUXFWXUH ZLWKLQ WKH WRZQ EXW WKH SUREOHP LV WKDW \RX¶UH VWLOO
JRLQJ WRKDYHHVVHQWLDOO\SHRSOH LVRODWHGZLWKLQ WKDW WRZQDOO UHTXLULQJVHUYLFHV
UHTXLULQJVHZHU SRZHU IRRGZDWHU VRRQ ,Q WKDW UHJDUG WKH OHYHHEDQN UHDOO\ RQO\
SURWHFWVWKHLQIUDVWUXFWXUHZLWKLQWKHWRZQ,IWKHSHRSOHDUHJRLQJWREHVWXFN>ZLWKLQWKH
OHYHHV@IRUDQH[WHQGHGSHULRGRIWLPHEHLWIRXUILYHVL[GD\VZLWKQRIRRGFRPLQJLQ










ZKHUH WKH IORRGKHLJKWVDUH UHODWLYHO\ ORZ UHDOO\<RXFRXOGGHSOR\ WKHEDUULHUVDQGEXLOG
DUWLILFLDO OHYHHVHDVLO\VLPSO\«ZHKDYHPD\EHFRPHIRUZDUGDVDFRXQWU\EHFDXVHZH
GLGDFWXDOO\VHHDWWKHVHODVWIORRGVVRPHGHSOR\PHQWRIWHPSRUDU\EDUULHUV:KLFKZDVD















FDVHWKH\ZRXOG OLNHWRPRYHWKH OHYHHDZD\IURPWKHULYHURXWRQWRSULYDWH ODQGRQ
WKHHGJHDQGWKHSROLF\DWWKHPRPHQWLV³<HDKJRRGLGHD%XWZKR¶VJRLQJWRSD\IRU
LW"´¶
(0 µ9LFWRULD DOUHDG\ KDV D ORW RI IORRG PLWLJDWLRQ ZRUNV LQ SODFH 6RPH RI WKRVH ZLOO




µ7KH FRPPXQLW\ ZDQWHG WR KHDU WKDW '6( RU VRPHRQH¶V JRLQJ WR RZQ DQGPDLQWDLQ
WKRVHEDQNV >UXUDO OHYHHVRQSXEOLF ODQG@7KH UHDOLW\ LV WKDWZRQ¶WKDSSHQDQG , WKLQN
WKDWZLOOEHWKHSHUHQQLDOLVVXHRUTXHVWLRQWKDWZLOOQHYHUEHVROYHGLVWKDWOHYHHEDQN
8QOHVV DOO WKH EDQNVZHUH VKLIWHG EDFN RQ WR SULYDWH ODQG WKHQ \RX¶UH JRLQJ WR KDYH
LVVXHV DERXW ³:HOO ZK\ KDYHQ¶W \RX PDLQWDLQHG \RXU EDQN" <RX IORRGHG PH RXW










VRXUFHV@ WKDW FRXOG VWLOO UXQ IURP WKH ZURQJ GLUHFWLRQ DQG EDFN XS DJDLQVW WKH OHYHH
EDQNLIWKHULYHU¶VKLJK«LI\RX¶UHQRWJRLQJWRHQFLUFOHWKHWRZQZLWKDOHYHHEDQN\RXU




/* µ7KHUH¶V VRPH H[WHQGHG OHYHH GHEDWH JRLQJ RQ DERXW ³'R , QHHG WR EHWWHU OHYHHP\
WRZQVR WKDW WKH\GRQ¶W KDYH WRHYDFXDWH"´YHUVXV)DUPHU-RHZKRKDVEXLOW D OHYHH
DURXQGKLVFRWWRQ ILHOG LVDFWXDOO\ IORRGLQJP\ WRZQGHHSHUEHFDXVHKH¶VNHHSLQJ WKH
ZDWHU RII KLV SURSHUW\ EXW LW¶V QRZ LQFUHDVLQJ WKH GHSWK OHYHOV« EXW VRPH RI WKRVH
GHEDWHV DQG GLVFXVVLRQV WKH\¶UH SLHFHPHDO , WKLQN ,W¶V QRW D PDMRU FRRUGLQDWLRQ RI
WKLQNLQJDQGDFWLYLW\¶
/* µ,¶YH KHDUG ROG SHRSOH¶V WDON DERXW WKH IORRG LQ  ZKHUH WKH\ KDG D VLPLODU SHDN
GLVFKDUJH«LWMXVWIORRGHGRYHUUDQWKHZKROHZD\ULJKWWKURXJKDQGMXVWSRXUHGLQWRWKH












DFUHFRXQWU\ OLNH WKDWZHGRQ¶WKDYHDQGFDQ¶WDIIRUG WRVHQGVRPHERG\GULYLQJURXQG WR











ZH¶YH WKURZQXS WKLV OHYHHDURXQGD WRZQ OLNH6W*HRUJH$QGE\ WKHZD\FDQZHKDYH
VRZHFDQSDFNLWGRZQDQGILQLVKLWRIISURSHUO\QRZWKDWWKHZDWHU¶VJRQH"´¶
/* µ0RVW RI WKRVH OHYHHVKDYHEHHQSXVKHGXS LQ KDVWH DW WKH WLPHZHOO SDVW ± \HDUVDJR




























KHUHKDV WRGRZLWK QDWLYH WLWOHEHFDXVH WKHUH¶VD QDWLYH WLWOH FODLPRQDOO WKH SXEOLF ODQG
WKURXJK WKLV DUHD 2I FRXUVH LI \RX GR ZRUNV RQ SXEOLF ODQG ZKLOH WKHUH¶V D FODLP LW
H[WLQJXLVKHV QDWLYH WLWOH ELGV 6R ZH¶YH KDG DQ DZIXO KDVVOH ZKHUH SURSHUWLHV JHW UHDOO\






















WKH IORRGV DQG , NQRZ WKH\ GLG SUHSDUH D UHSRUW DW WKH WLPH DQG WKH\ MXVW KDYHQ¶W
IROORZHGLWWKURXJKVXJJHVWLQJDSLORWEHWWHUPHQWVDVSDUWRIWKHUHVWRUDWLRQ
(0 µ7KHGDPDJHGRQHWRWKHURDGQHWZRUNDQGWKHQWRUHVWRUHWKDWQHWZRUNDOOWKHEULGJHV
DQG WKRVH VRUW RI WKLQJV <RX NQRZ WR UHVWRUH WKHP WR D OHYHO EHWWHU WKDQ WKH\ZHUH
EHIRUHZKLFK LVDOZD\VDSHUHQQLDOTXHVWLRQVLQFH WUHDVXULHVKDYHDOZD\VVDLG µ1R ±





HQJLQHHUZKHQWKH\EXLOW WKHLUZDVWHZDWHUSODQWZKRDFWXDOO\EXLOW LW WRZLWKVWDQGIORRG
HYHQWV 6R WKHLU WUHDWPHQW SODQW NHSW IXQFWLRQLQJ YLUWXDOO\ WKURXJK WKH IORRG EHFDXVH
WKH\¶G DFWXDOO\ EXLOW WKHLU LQIUDVWUXFWXUH WR WKH ULJKW KHLJKW WKH ULJKW GHVLJQ WR DFWXDOO\
KDYHPLQLPDOIORRGLPSDFW6RVRPHRQHLQSDVWKLVWRU\KDGKXJHIRUHVLJKWDQGLQVLJKW
DQGREYLRXVO\KDGVRPHPRQH\WRVSHQGDQGEXLOWSURSHUO\6RLWFDQEHGRQH
(0 µ7KHUHDO LVVXH,WKLQN LVDURXQGWKHIODVKIORRGLQJLQXUEDQDUHDVEHFDXVHWKDW¶VQRW
QHFHVVDULO\DQHDV\ WKLQJ WRPLWLJDWH« >SHRSOH@KDYHEHHQ WU\LQJ WRPLWLJDWHD ORWRI
WKRVHLVVXHVWKURXJKGUDLQDJHVFKHPHVDQGLPSURYHPHQWVLQGUDLQDJH,IWKHILYH\HDU
IORRGEHFRPHVWKHRQH\HDUIORRGDQGZHQHHGWRXSJUDGHDOORXUGUDLQDJHE\DFHUWDLQ






/* µ>'HYHORSPHQWV@ SURYLGH D OHYHO RI SUHYHQWLRQ IRU  LQ  $5, IRU VWRUPZDWHU
LQIUDVWUXFWXUH)URPWKHUHSRUWWKDW$&20SXWWKURXJK,WKLQNWKDWZH¶GKDYHWRFDWHUIRU
D  LQ  >WR DFFRPPRGDWH FOLPDWH FKDQJH@«7KDWZDV D UHSRUW GRQH WR« UHYLHZ
ZKDW LV SRWHQWLDO « FXUUHQWO\ RXU QRUPDO VWDQGDUG RI D  PP SLSH PD\ KDYH WR
LQFUHDVH WRDPPSLSH6RREYLRXVO\ WKDW LQFUHDVLQJFRVW LQGHYHORSPHQW >ZRXOG@
FDXVH D ELW RI D VWLU ZLWK GHYHORSHUV DQG REYLRXVO\ PDLQWHQDQFH FRVWV DV ZHOO DQG
UHSODFHPHQWFRVWV«,W¶VIRUFRXQFLOVWRHOHFWZKDWOHYHORIVHUYLFHWRSURYLGH«$WWKH
























































































PRVWRI WKH IORZQRZ LVGLUHFWHG LQWR WKHFKDQQHOQHWZRUNDQG LW¶VFRQYH\HGYHU\TXLFNO\
GRZQVWUHDPLW¶VDOHJDF\RISRVW(XURSHDQODQGXVDJHRIWKHVHV\VWHPV





µ7KLVFRPHVEDFN WR \RXUFOLPDWHTXHVWLRQDJDLQ ± LQKLJKO\ LQWHUPLWWHQWV\VWHPVD ORWRI









WLPH \RX¶YHJRWGRZQ WR WKHPLGGOH UHDFKHVRI WKHVH WKLQJVPRVWRI WKHHQHUJ\¶V LQ WKH





µ,QDQXQGLVWXUEHG ODQGVFDSH WKHPRYHPHQWRI WKHZDWHUZRXOG WHQG WREHJRYHUQHGE\













YDULRXVSDUWVRI WKH ODQGVFDSH LQRUGHU WR UHGXFH WKHHIIHFWRI IORRGVDQG WKHHIIHFWVRI
F\FORQHVWKURXJKVWRUPVXUJH6RWKHNLQGVRIWKLQJVZH¶YHORRNHGDWKDYHEHHQ«+RZGR
\RXUHGXFHWKHHQHUJ\RIWKHIORRGRUWKHVWRUPVXUJH7KDW¶VLQYROYHGWKHZD\LQZKLFK\RX
PDQDJH XSSHU FDWFKPHQWV WR VORZ IORRG UHGXFH WKH FRQFHQWUDWLRQ RI IORRG ,Q WKHPLG
FDWFKPHQWWKHZD\ LQZKLFK\RXFDQVHHNWRKROGZDWHULQWKH ODQGVFDSHIRUORQJHUDQG
WKHUHIRUHUHGXFHLWVHQHUJ\WKDWGUDLQVDZD\:H¶YHORRNHGDWERWKWKHSK\VLFDOWKLQJV\RX
FDQ GR WR LQWHUYHQH DQG DOVR WKH SODQQLQJ LQWHUYHQWLRQV WKDWPLJKW EH DSSURSULDWH 7KH












UHGXFLQJ WKH LPSDFW RI VWRUP VXUJH EH\RQG WKH FDSDFLW\ WKDW \RX ZRXOG KDYH ZLWK DQ








KDYH DQ HIIHFW RQ GRZQVWUHDP WRZQV DQG DUHDV E\ KROGLQJ WKH ZDWHU XS IXUWKHU ZLWK
UHYHJHWDWLRQVFKHPHVDQGWKLQJV¶
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
(5 µ, WKLQN WKHUH¶V VXEVWDQWLDO HYLGHQFH WR VKRZ KRZ JRRG WKH PDQJURYHV DUH DV «
ELRVKLHOGV,WZLOOEHKDUGHULIWKHUHDUHQRVXUIDFHVIRUPDQJURYHVWRFRORQLVH,JXHVV
WKDW¶V WKH SUREOHP LQ SODFHV OLNH %ULVEDQH ZKHUH WKH EDQNV DUH DOO DUPRXUHG DQG
PDQJURYHV DUH VHHQ DV DQ H\HVRUH 6R DJDLQ WKDW¶V HGXFDWLRQ DQG JHWWLQJ SHRSOH
LQYROYHGZKRZLOODGGUHVVWKDW,W¶VDYHU\ORQJWLGDOLQIOXHQFHWKH%ULVEDQH5LYHUVRWKH
DFWXDO QHHG IRU PDQJURYHV ZRXOG JR ULJKW XS LQWR WKH FLW\ %XW \HDK WKH\ ZHUH DOO
FOHDUHG7KHUHDUHSODFHVZKHUHWKH\¶UHUHJURXSLQJ0\XQGHUVWDQGLQJ LV WKDW LQPRVW
ULYHUVHVWXDULHV±WKDWPDQJURYHVDUHH[SHFWHGWRPRYHIXUWKHULQODQG7KH\¶UHRQHRI
WKHVRFDOOHGZLQQHUVRIFOLPDWHFKDQJHDWWKHH[SHQVHRIVDOWPDUVKHVDQGPXGIODWV¶
(5 µ$ PRGHO H[HUFLVH >ZDV GRQH@ IRU WKH &DERROWXUH 5LYHU « LI WKH\¶G KDG YHJHWDWHG
FRUULGRUV DORQJ WKH&DERROWXUH5LYHU WKH DFWXDO IORRG KHLJKWVZRXOG KDYHEHHQD ORW
ORZHU WKDQ WKH\ ZHUH « 6R , WKLQN WKHUH¶V FHUWDLQO\ QR TXHVWLRQ WKDW PDQDJLQJ









YDOXDEOH WRSVRLORQ WKHLUSURSHUW\DVZHOODVSUHYHQWLQJ LWHQWHULQJDQGGDPDJLQJ WKH
FUHHNVDQGPDULQHHVWXDU\V\VWHPV¶
(5 µ,I\RX ORRNDW«WKH/RFN\HU«ZKHUHWKHJURXQGZDWHU WDEOH LVRYHUXVHG3XWWLQJ LQ
OHDN\UHVHUYRLUVDQGSXWWLQJLQWKHVHLPSHGLPHQWEDVLQVPD\EHVDFULILFLQJVRPHRIWKH
PRUHPDUJLQDOIORRGSODLQ ODQGLQWKHXSSHUFDWFKPHQWVZKHUHSHRSOHKDYHJRWDOLWWOH




µ2IWHQ SHRSOH KDYH WKLV VRUW RI YDJXH YLHZ WKDW LW¶V D JRRG WKLQJ WR KDYH IORRGV RQ
IORRGSODLQV ± ZKLFK LV WKH FDVH ± DQG SHRSOH WDON DERXW UHFRQQHFWLQJ ULYHUV WR
IORRGSODLQV:KDW¶VPRVWLPSRUWDQWLI\RXWKLQNRIPRVWRIWKHIORRGSODLQVOLNHWKH/RZHU
*RXOEXUQ RQH  RI LW LV MXVW SDVWXUH ,W¶V MXVW JUDVV )ORRGLQJ JUDVV UHDOO\ KDV QR
HQYLURQPHQWEHQHILW:KDW¶VLPSRUWDQWLVWRJHWZDWHU LQWRZHWODQGVDQGJHWZDWHULQWR
SODFHVZKHUH WKH ZDWHU ZLOO VWDQG DQG KDYH DQ HIIHFW 7KDW¶V TXLWH D GLIIHUHQW ± DQG
WKH\¶UH XVXDOO\ WKH ORZHVW SDUWV RI IORRGSODLQV %XW \RX QHHG WR IORRG WKH HQWLUH
IORRGSODLQRIWHQWRJHWWKHZDWHURXWRIWKHEDFNLQWRWKRVHZHWODQGDUHDV6RZKHQHYHU
SHRSOH VD\ ³,W¶V LPSRUWDQW IRU WKH HQYLURQPHQW WR KDYH IORRGLQJ´ LW¶V LPSRUWDQW WR










RIWHQGRDOOVRUWVRI WKLQJV WR LQFUHDVH WKHHIIHFWLYHQHVVRIVPDOOHU IORRGVDQG«<RX
>FDQ@MXVWSXWDOLWWOHJDWHLQWKHERWWRPWRUHFRQQHFWULYHUVWRIORRGSODLQV,W¶VYHU\OLWWOH
« DERXW DOORZLQJ JLDQW IORRGV RXW >RQ WR WKH IORRGSODLQ@ EHFDXVH WKH\ GRQ¶W DFWXDOO\
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
KDYH PXFK PRUH HQYLURQPHQWDO EHQHILW DSDUW IURP ILOOLQJ ELJ ODNHV« 6R LW¶V
XQGHUVWDQGLQJZKDWLVWKHIXQFWLRQRIIORRGVRIGLIIHUHQWVL]HV¶
/* RQWKHSRWHQWLDOIRURSHQLQJQDWXUDOIORRGZD\V
>RQDOORZLQJZDWHU WRVSUHDGRXWRI WKHPDLQFKDQQHODQG IORZ LQWRDQDEUDQFKHVQRZ





















1RZ WKH LPSOLFDWLRQVRI WKDW LV WKHUH¶VPRUHZDWHU LQ WKH ULYHU IRU ORQJHU+RZHYHU LW
VPRRWKHVRXW WKHHIIHFW LI\RX OLNHDQGGLVVLSDWHVHQHUJ\IURPWKHV\VWHP6R\RX¶YH
GLPLQLVKHGLWVGHVWUXFWLYHFDSDFLW\

1RZ WKHUH DUH VRPH GLUHFW WKLQJV \RX FDQ GR WR ZRUN ZLWK QDWXUDO OHYHHV WKDW KDYH
EHHQ EUHDFKHG RU LQ IDFW OHYHHV WKDW KDYH EHHQ SXW WKHUH WR , JXHVV WU\ WR UHGXFH
HQHUJ\+RZHYHUWKH\KDYHWREHWKRXJKWWKURXJKVR>\RXGRQ¶W@FDXVHGDPDJHWROLIH
DQG SURSHUW\ HOVHZKHUH RU GDPDJH WR QDWXUDO ODQGVFDSH VR WKDW \RX ORVH \RXU
UHVLOLHQFH
(5 ZKHUHDQGKRZPXFKUHYHJHWDWLRQLVQHHGHGWRPLWLJDWHIORRGV
µ7KH VFLHQFH LV QRW DEOH WR WHOO XV WKDW %HFDXVH \RX FDQ PDNH VRPH FOHDU VRUW RI
JXLGHOLQHVDORQJWKDWDWDSDGGRFNVFDOHDWEHVWEXWRQFH\RXVWDUWWRWU\WRDSSO\WKDW
WRWKHFDWFKPHQWVFDOHWKHUH¶VMXVWWRRPXFKFRPSOH[LW\LQWKHODQGVFDSHWRSURYLGHWKDW
OHYHO RI GHWDLO , JXHVV RQHRI WKH NH\PHVVDJHV LV WKDW \RX QHHG WR XQGHUVWDQG WKH
FRQWH[WRIWKHSDUWLFXODUFDWFKPHQWWKDW\RX¶UHZRUNLQJZLWK<RXFDQQRWPDNHDQ\NLQG
RI EODQNHW UHFRPPHQGDWLRQV 6R ZKHUH WKH FRQFHSWXDO PRGHOOLQJ FRPHV LQ LV
XQGHUVWDQGLQJWKLVLVZKDWWKH%UHPHUFDWFKPHQWIRUH[DPSOHWKLVLVKRZLWIXQFWLRQV
6RWKHQ\RXFDQVWDUWWRDSSO\VRPHVRUWRIWKLQNLQJDURXQGWKDW7KHUHLVHYLGHQFHWKDW
WDUJHWHG LQWHUYHQWLRQV ZLWK UHYHJHWDWLRQ LQ VSHFLILF SDUWV RI D ODQGVFDSH FDQ PDNHV




FDOOHG µ:DONLQJ WKH &DWFKPHQW¶ ZKLFK XVHV DQ DSSURDFK ZLWK JHWWLQJ H[SHUW RSLQLRQ
IURPK\GURJUDSKHUV$VZHOODVWDONLQJWR ODQGKROGHUVZKR¶YHVHHQIORRGLQJRFFXUDQG
EXLOGLQJ XS WKRVH VWRULHV RI KRZ WKH IORRG KDV IXQFWLRQ LQ WKHLU DUHD 6R WKDW¶V WKH
FRQFHSWXDOPRGHO WKDWZH¶YHEHHQUHIHUULQJWR%XWWKHUH¶VDOVRRWKHUPRGHOVWKDW\RX
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG

















µ7KDW¶V RQH RI WKH JRRG WKLQJV WKH 5HFRQVWUXFWLRQ $XWKRULW\ KDV GRQH KHUH EHFDXVH






























/* µ2EYLRXVO\RXUPDLQGDPVDERYHXV«IHHGLQWRWKHVDPHFDWFKPHQW LQWKHHQG ,PHDQ
HYHU\IORRGWKDWZHKDYHKDGRYHUWKHODVWWZR\HDUVKDVEHHQGLIIHUHQW:H¶YHKDGRQHV
WKDWZHUHDERYHDLQLQWKHUXUDODUHDVIRUWKHFUHHNV\VWHPV7KRVHFUHHNV\VWHPV
DFWXDOO\UDLVHGWKHULYHUXSWR± LIQRWDPLQRU WRDPRGHUDWHIORRG OHYHO«+RZHYHU WKH
ORFDOLVHGUDLQHYHQWVZHUHDFWXDOO\PRUH WRZDUGV >WKHFLW\@ UDWKHU WKDQXS WKHFDWFKPHQW
:HJRWIORRGHGLQWHUQDOO\IURPWKHRYHUODQGIORZVDVZHOODVWKHULYHULQHIORZVEHFDXVHRI









G\QDPLF FRQFHSWXDO PRGHOOLQJ WR VKRZ ZKDW FHUWDLQ W\SHV RI IORRGV ZLOO GR LQ FHUWDLQ
ODQGVFDSHV6RLW¶VUHDOO\TXLWHLPSRUWDQW














VSDWLDO YDULDELOLW\(YHQJUDVVFDQ MXVW GLYHUW WKHZDWHU WRGLIIHUHQWSDUWVRI WKH IORRGSODLQ
EHFDXVHLW¶VVRIODW¶
(5 RQVHGLPHQWPRYHPHQWGXULQJIORRGV
µ7KH5LYHUV ,QVWLWXWH LQ*ULIILWK8QLYHUVLW\KDVEHHQ ORRNLQJDWZKDW UHDOO\KDSSHQV LQ WKH

















µ:H¶YH ERXJKW ODQG >LQ WKH /RZHU /RGGRQ@ ZH¶YH ERXJKW LUULJDWLRQ FRXQWU\ ZKLFK LV
UHODWLYHO\ LQWHQVLYHO\ IDUPHG DQG KLJKO\ YXOQHUDEOH WR LQXQGDWLRQ :H ERXJKW WKRVH







RI PLONLQJ LQIUDVWUXFWXUH DQG WKHUHIRUH LW¶V YHU\ PXFK PRUH ORFDWLRQ VSHFLILF :KHUHDV
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
JUD]LQJW\SHHQWHUSULVHVLIWKHIORRGFRPHV\RXFDQPRYH\RXUVWRFNULJKWRXWRIWKHGLVWULFW





LQXQGDWHG± VLJQLILFDQWO\ LQXQGDWHG IRU WKUHHPRQWKVZKLFKPHDQV WKH GDLU\ KHUGVZHUH
RIWHQRQRWKHUSHRSOH¶VSODFHVDQG LW MXVWGLGQ¶WZRUN ,I \RX¶YHJRWSHUPDQHQW WUHHVZHOO
WKH\ GLH DIWHU DERXW ± IUXLW WUHHV WKH\ GLH DIWHU DERXW WKUHH RU IRXU GD\V RI LQXQGDWLRQ
WKURXJKODFNRIR[\JHQLQWKHLUURRWV\VWHP6RWKH\¶UHQRWFRPSDWLEOHHLWKHU¶
(0 µ/RZHU /RGGRQRQH LV DQH[DPSOH RI IORRGSODLQ UHVWRUDWLRQ VR EX\LQJ EDFN WKDW ODQG
DQG UHVWRULQJ WKH IORRGSODLQ « D ORW RI RXU H[LVWLQJ IORRGSODLQ ULVN PDQDJHPHQW
JXLGDQFH LV IRFXVHG WRZDUGV XUEDQ DUHDV LQ SDUWLFXODU UDWKHU WKDQ WKH UXUDO








(5 µ7KHSULPDU\FRQVLGHUDWLRQ LV WRJHWSHRSOH WR OLYH LQ WKH ODQGVFDSH LQDZD\ZKLFK LV
SURWHFWLYHDQGUHVLOLHQWWRVHYHUHZHDWKHUHYHQWV,W¶VQRWDERXWWDNLQJODQGRXWDQGWKHQ













JRYHUQPHQW DQG IHGHUDO JRYHUQPHQW ± LV WR KDYH D EHWWHU XQGHUVWDQGLQJ RI ZKDW WKH
ODQGVFDSHGRHV LQ UHODWLRQWRVHYHUHZHDWKHUHYHQWVDQGWKHFDSDFLW\ WRXQGHUVWDQGDQG
ZRUNZLWKWKHODQGVFDSH








(5 µ, WKLQNWKDWHGXFDWLRQDQGFRPPXQLFDWLRQDUHUHDOO\NH\QRZ6RSURYLVLRQRI LQIRUPDWLRQ
DERXW ULVNV DQG DERXW HFRV\VWHP VHUYLFHV ± \RX NQRZ , WKLQN WKHUH VKRXOG EH PRUH







WKLV VRUW RI VWXII 6R WKHUH¶V VRPH FOHYHU YLVXDOLVDWLRQ WRROV DURXQG QRZ WKDW , WKLQN




µ7KH ZRUN WKDW¶V EHHQ GRQH WHQGV WR KDYH EHHQ D PL[WXUH RI VRUW RI HQJLQHHULQJ WR
UHVKDSH VORSHV DQG WKHQ UHSODQW « RXW RI WKH 1DWXUDO 'LVDVWHU 5HOLHI DQG
5HFRQVWUXFWLRQ)XQG«LWZDVDERXWDQGPLOOLRQLQYHVWHGLQIORRGDQGF\FORQH
UHFRYHU\DIWHU WKHDQG&\FORQH<DVLHYHQWV6R WKDW¶VEHHQXVHG IRUD UDQJHRI
RQJURXQGZRUNVSDUWLFXODUO\GHEULVFOHDQXSEXWDOVRVRPHUHFRQVWUXFWLRQZRUN$OVR





ZDWHUFRXUVH ,WZDVDQ DUHD WKDWJRWEDGO\« LQXQGDWHGE\ IORRGZKLFKGHVWUR\HGD
QXPEHURIWKHFURVVLQJVDQGLWGLGTXLWHDELWRIGDPDJHWRWKHULSDULDQDUHD,QRUGHUWR
JHW DFFHVV LQWR WKDW DUHD D QXPEHU RI ZRUNV ZHUH GRQH ZLWK KHDY\ PDFKLQHU\ WR
HIIHFWLYHO\ FKDQQHOLVH SDUWV RI WKDW ZDWHUFRXUVH DQG LW FDXVHG D JUHDW GHDO RI SXEOLF
FRQFHUQ &ULWLFLVP WKDW WKH DUHD KDG EHHQ RYHUO\ HQJLQHHUHG UDWKHU WKDQ QHFHVVDULO\
PDQDJHG LQDZD\ZKLFK LVPRUHVHQVLWLYH WR WKHHQYLURQPHQWDOFRQVLGHUDWLRQV7KDW
FULWLFLVPKDVYDULRXVO\EHHQGHEDWHG

µ6RPH RI WKH ZRUN WKDW ZDV GRQH KDV EHHQ WR ORRN DW KRZ EHVW WR PDQDJH
FLUFXPVWDQFHV OLNH WKDW%HFDXVHSHRSOHQHHGHG WRJHWDFFHVV WR WKHLU IDUPVDQGJHW








µ$VXIILFLHQWO\ ODUJHHYHQWZLOORYHUZKHOPQRPDWWHUZKDW \RXGR ,JXHVVZKDWZH¶YH






µ,W¶V D ELW OLNH D VHD ZDOO RU D OHYHH LQ D VXIILFLHQWO\ ODUJH HYHQW LW¶V JRLQJ WR EH
RYHUZKHOPHG7KDW¶VQRW WRVD\ WKDW LWZRQ¶WKDQGOHVRUWRIRI WKHVLWXDWLRQV WKDW
\RXQHHGWRPDQDJH¶
(5 µ>³9HJHWDWLRQ LV XVHIXO IRU PLWLJDWLQJ PHGLXP DQG VPDOO IORRGV EXW LV FRPSOHWHO\
RYHUFRPH E\ ODUJH IORRGV´@ :KHQ SHRSOH VD\ WKRVH NLQGV RI WKLQJV WKH\¶UH VRUW RI
VXJJHVWLQJWKHKDUGHQJLQHHULQJVWUXFWXUHVDUHJRLQJWREHVXSHULRU%XWZKR¶V WRVD\
WKH\ZRXOGQ¶WEHRYHUFRPHE\WKHODUJHIORRGVDVZHOO"7KHQWKHULVNVDVVRFLDWHGZLWK






FDPHRXW RI4XHHQVODQG)ORRG&RPPLVVLRQ WKDW RIWHQ WKH IORRGPDSSLQJ FDQEH EHWWHU
GRQHDWDEDVLQOHYHORUDFDWFKPHQWOHYHOUDWKHUWKDQWKHDUWLILFLDOERUGHUV





,16 µ, WKLQN ZKHUH PLWLJDWLRQ FDQ EH SODQQHG DQG LPSOHPHQWHG WKDW KDV DGGLWLRQDO EHQHILWV
SDUWLFXODUO\HFRORJLFDOEHQHILWV WKDWVKRXOGDEVROXWHO\EH ORRNHGDW%XWRIWHQ WKHVH ORFDO
FRXQFLOVDUH UHDOO\KDYLQJ WRZRUNKDUG MXVW WRJHWPLQLPXPIXQGLQJ WREXOOGR]HDQHDUWK





RFFXUUHGXSVWUHDP ,¶PQRWVXUH WKDWZH¶UHYHU\JRRGDW ORRNLQJ WKDW« LIZH ORRNDW WKH
%ULVEDQH IORRGV « WKH %ULVEDQH 5LYHU¶V DFWXDOO\ VKDOORZHU WKDQ LW ZDV  \HDUV DJR
EHFDXVHWKH\¶YHDFWXDOO\VLOWHGLWXSDELW6RLQIDFWWKDW«UDLVHV\RXUIORRGKHLJKW:K\LV
LWVLOWLQJXS":HOO WKDW¶VEHFDXVHRIRXU ODQGXVHXSVWUHDP6RDOO WKHVHIDFWRUV LQIOXHQFH











VHUYLFHV LV 7KHUH¶V D SROLF\ WKHUH E\ WKH EXUHDX ZKLFK VD\V WKDW WKH\ GRQ¶W GR IORRG
ZDUQLQJVIRUDQ\WKLQJ OHVVWKDQVL[KRXUV:HVDZLQ4XHHQVODQGDQGZHVDZLQ9LFWRULD




³:HQHHGUHVFXLQJ´³:HOOVRUU\ZH¶UHQRWJRLQJRXW LQ WKHPLGGOHRIWKHF\FORQHGLUHFW WR
\RX,W¶VDFDWHJRU\ILYHF\FORQH´:HKDGWKHDXGDFLW\RISHRSOHVD\LQJ³1RRQHWROGXVLW
ZDVFDWHJRU\ILYH«ZHGLGQ¶WNQRZZKDWRXUULVNVZHUH´:HOOZHDFWXDOO\JDYHWKHULVN³LI
\RXVWD\KHUH \RXFRXOGGLH´6R WKHUH LVD ORWRIH[SHFWDWLRQVRPD\EHZH >QHHG@PRUH
HGXFDWLRQ










ZDWHU FRXUVH DORQJ WKH DQDEUDQFKHV WR JLYH XVH D JRRG LGHD RI WKH PRGHOOLQJ WKDW¶V






RYHUD OLWWOHELWDQGFURSV ,IDIDUPHUZKLFKWLHV LQWR ODQGXVHGHSHQGRQWKHWLPHRI\HDU
















7KH\ XQGHUVWDQG F\FORQHV RFFXU WKHLU KRXVH LV SUHSDUHG WKH\ KDYH DQ HPHUJHQF\ NLW
UHDG\ WR JR WKH\¶YH WKRXJKW WKURXJK DOO RI WKH VFHQDULRV WKH\ NQRZ WKHLU QHLJKERXUV
*HQXLQHFRPPXQLW\XQGHUVWDQGLQJYHUVXVFRPPXQLW\LQIRUPDWLRQ.QRZLQJZKHUH\RXDUH
DQG WKH HQYLURQPHQW \RX¶UH LQ DQG EHLQJ SUHSDUHG IRU LW WKDW VWHS EH\RQG LQIRUPDWLRQ




(5 µ>&RPPXQLW\ UHVLOLHQFH@ LV SDUW RI WKH DZDUHQHVV WKLQJ ,W¶V DOVR « JHWWLQJ D EHWWHU












D SXUFKDVHU DIWHUZDUGV ZRXOG QRW 6R LW ZRXOG EH DPDWWHU RI LGHQWLI\LQJ WKRVH W\SHV RI
WKLQJV RQ D 6HFWLRQ  RU % W\SH RI LGHQWLILFDWLRQ IRU HDFK SURSHUW\ 6R ZKHQ D






WKDWDUHD«:HFDQ¶WVWRS\RXGRLQJZKDW \RX >ZDQW@ZKHQ WKHVHSURSHUWLHVFKDQJH
KDQGV$OOZHFDQGR LVPDNH\RXDZDUH WKURXJKYDULRXVZDUQLQJVRQ WKH WLWOHZKHQ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG





µ2QH WKLQJ WKDW , WKLQN ZLOO EH YHU\ LPSRUWDQW ZLOO EH WKH )ORRG6DIH 3URJUDP 7KDW¶V
VRPHWKLQJ WKDW ,ZRXOG UHDOO\HQFRXUDJHFHUWDLQO\ IRU WKHPLQLVWHUV WRJHWEHKLQGDQG
SXW PRQH\ « %XW LQIRUPLQJ WKH FRPPXQLW\ WKDW ³+HOOR \RX KDYH ERXJKW LQWR D
IORRGSODLQSOHDVHEHDGYLVHG WKDW WKLV LV WKHKHLJKWRI\RXU IORRU´(YHU\WKLQJEHLQJ LQ
$XVWUDOLDQ KHLJKW GDWXP , WKLQN WKDW¶V DOVR LPSRUWDQW«6R WKDW SHRSOH KDYHD JRRG
XQGHUVWDQGLQJRIZKHUHWKH\OLYHZKDWWKHLULPSDFWVDUH«ZKHQSHRSOHDUHSRWHQWLDOO\
EX\LQJDSURSHUW\WKH\DFWXDOO\NQRZWKDWZKHQWKH\RSHQWKHPHWHUER[WKDWLQVLGHWKH
PHWHUER[ LV ³<RXU IORRUKHLJKW LV WKLV \RX¶UH LQ WKLV W\SHRI IORRG]RQH´ \RXNQRZ ,
GRQ¶WWKLQNUHDOHVWDWHDJHQWVRUSRWHQWLDOSURSHUW\VHOOHUVZRXOGOLNHWKDW¶
(5 µ*OREDOO\ZH¶UHVHHLQJLQWHQVHHYHQWVIDUPRUHIUHTXHQWO\«ZKDWZH¶UHJRLQJWRVHHLV
D JUHDWHU FXOWXUDO DZDUHQHVV RI WKH LPSOLFDWLRQV RI FOLPDWH FKDQJH :KHWKHU LW¶V







« HGXFDWLRQ DQG SURYLGLQJ LQIRUPDWLRQ LV D UHDOO\ JRRG ZD\ WR HGXFDWH DQG











LW¶V JRLQJ WR IORRG VRPHWLPH LQ WKHUH 7KDW VXGGHQO\ FUHDWHV DQ HQWLUHO\ GLIIHUHQW ULVN
SLFWXUHWKHSHUVRQKDV

µ)URP WKDWXQGHUVWDQGLQJ \RXZLOO WKHQJHWJUHDWHUDFWLYLW\ LQ WHUPVRIDGDSWDWLRQDWD
ORFDO OHYHO 6R WKH\PD\ GHFLGH WKDW RND\ DW VRPH SRLQW , DP JRLQJ WR HOHYDWH WKH
KRXVH ZKHQ , UHQRYDWH LW RU , DP JRLQJ WR VHHN RXW DQG WDNH RXW IORRG LQVXUDQFH
EHFDXVHWKLVFRXOGKDSSHQ¶
,16 RQHQDEOLQJPLWLJDWLRQ







ZD\ 5DWKHU WKDQ WKH VRUW RI DUJXPHQWV WKDW ZH VHH JRLQJ RQ QRZ DERXW RK ZHOO ,











ULVN DQG WKHQ H[SHFWLQJ DOO WKH KHOS LQ WKH ZRUOG ZKHQ VRPHWKLQJ KDSSHQV RU EHLQJ
DQQR\HG WKDW QRERG\ WROG \RX WKDW WKHUH ZDV WKH ULVN 6R LQIRUPLQJ \RXUVHOI DQG WDNLQJ
UHVSRQVLELOLW\IRU\RXUVHOI«\RXFDQ¶WMXVWVWHSEDFNDQGVD\RKZHOO LW¶VWKHFRPPXQLW\
LQGLYLGXDO UHVSRQVLELOLW\ « WKDW¶V SDUW RI WKH QDWLRQDO VWUDWHJ\ DERXW DOO SDUWV RI WKH









FKDQJH LQ WKH SRSXODWLRQ EDVH 6R SHRSOH ZKR JUHZ XS LQ 1RUWK 4XHHQVODQG NQHZ






















µ>,Q@ 9LFWRULD WKH\¶YH UHDOLVHG WKDW DOO WKHPRQH\ WKH\ VSHQW RQ KHDOWK HGXFDWLRQ KDV
EHHQDFRPSOHWHZDVWHRIPRQH\EHFDXVHSHRSOHGRQ¶WOLVWHQDQ\ZD\7KH\¶YHGRQHD
SURJUDPZKHUH WKH\ZHQW WRFRPSDQLHVDQGVDLG ³7HOO \RXZKDW:H¶OO FRPHDQGGR
ZHOOQHVVSURJUDPVIRU\RXUVWDIIDERXWWKLQJVOLNHGLDEHWHVDQGDERXWREHVLW\DQGKHDUW
GLVHDVH%XW\RXSD\KDOIDQGZH¶OOSD\KDOIDQGGRLWGXULQJWKHLUZRUNWLPH´³2K\HV
ZH¶OOGR WKDW´6R WKDWDWWUDFWHG WKHDXGLHQFHZKRDFWXDOO\KDG WLPH WR OLVWHQEHFDXVH
WKH\ZHUHEHLQJSDLGWROLVWHQ¶
(0 RQLPSOHPHQWLQJFRPPXQLW\UHVLOLHQFH









WKHP « LW QHHGV WR DFWXDOO\ EH DEOH WR KDYH WKH FRQWLQXHG VXSSRUW RI FRPPXQLW\
PHPEHUVWRDFWXDOO\VLWRQWKDWJURXSDVDQRQJRLQJFRPPLWPHQW«WKHVDPHSHUVRQLV
GRLQJPXOWLSOH UROHVGHSHQGLQJRQ WKHVL]HRI WKHFRPPXQLW\«ZH¶UH UHO\LQJRQ WKH




µ9HU\RIWHQ« LW¶V OHIW WR ORFDOJRYHUQPHQW WR WU\ DQGJHWHYHU\ERG\¶V EX\LQ IURP WKH
GLIIHUHQWDJHQFLHVWRJHWWKHLU>IORRG@SODQVLQSODFH6RZH¶YHVSXQWKDWDURXQGDQGVDLG















µ,W¶VSDUWO\DERXW MXVWLI\LQJ FRQWLQXLQJEDGSUDFWLFH6RD ORWRI SHRSOHZDQW WR LGHQWLI\
VRPHVLPSOHPLVWDNH WKDW SHRSOHPDGH«ZKHQ LQ IDFW WKDW¶V YHU\ VHOGRP WKHFDVH
0RVWRIWHQ LW¶V FRPSOLFDWHGSUREOHPVDQG WKH\ZDQW VRPHERG\ WREODPHVR WKDW WKH\
FDQ SHUVLVW LQ GRLQJ ZKDW HYHU\ERG\ NQRZV LV VWXSLG« ZH KDYHQ¶W KDG DQ\ IORRGV
PXFK LQ:HVWHUQ9LFWRULD IRU \HDUV:H¶YH OHWDOO WKHSODQQLQJ UHJXODWLRQVJRSHRSOH
FDQEXLOGZKHUHYHUWKH\OLNHHYHQWKRXJKHYHU\RQHNQRZVLW¶VDVWXSLGSODFHWREXLOG
EXW LW¶VDQ LUUHVLVWLEOHXUJH IRUFRXQFLOVVR WKH\DOORZHG LW7KH IORRGVFRPHDORQJDQG
WKHQWKH\VWDUWWREODPHZKRHYHUWKH\FDQUHDOO\WRGHIOHFWDWWHQWLRQDZD\IURPWKHIDFW









87 µ$XVWUDOLDQVKDYHRQHRI WKH ORZHVW UDWHVRI LQVXUDQFH LQ WKH:HVWHUQZRUOG«7KH\¶YH
GRQHWKHUHVHDUFKWR>EHDEOHWR@VD\WKDWZHFDQ¶WDFWXDOO\SD\IRULW7KHQLWWXUQHGRXW









ZLOO WKH\ HYHU LQVXUH ZLWKLQ $XVWUDOLD" %HFDXVH ZH¶YH DFWXDOO\ EHHQ D QHW GUDLQ RQ WKH
JOREDOLQVXUDQFHPDUNHW¶















 LQ 16: DQG 9LFWRULD $OWKRXJK 9LFWRULD LV DEROLVKLQJ LW 6R YHU\ TXLFNO\ \RXU
SUHPLXP LVXS DW WKH PDUN1RZ LV LW OHJLWLPDWH WKDWZHFKDUJH WKHLU
FXVWRPHUV"2UVKRXOGZHRQO\FKDUJHWKHP"2IFRXUVHZHFKDUJHWKHP
 , QHHG WR ILQG DQRWKHU  IURP RWKHU FXVWRPHUV 6R ,¶P VD\LQJ WR WKDW














,16 µ, WKLQN LW¶VPRUHDERXWPDNLQJ WKHPDIIRUGDEOH6RNLQG RI ±SHUKDSV DW WKHPRPHQW
EHLQJDELWXQLPDJLQDWLYH LQSUHVHQWLQJSURGXFWV LQRQHNLQGRID OXPS6RZKHWKHURU
QRW \RXFDQPDNH WKHPDELWPRUHPL[DQGPDWFKDQGPRYHDEOHSLHFHV UDWKHU WKDQ
SURYLGLQJ D QHZSURGXFW IRU D QHZ W\SHRI SHULO LI \RX JHWZKDW ,PHDQ6R LW¶VPRUH
DERXW PDNLQJ WKHP PRUH IOH[LEOH WR WDNH ELWV LQ DQG RXW , WKLQN WKDW¶V ZKHUH LW ZLOO
SUREDEO\PRYHWR¶
,16 µ<RXFRXOGFRYHUDFWLRQVRI WKHVHDFRXOGQ¶W \RX" , VXVSHFW WKDW WKHUH¶VDPDUNHWRXW
WKHUHZKLFK LVDFDWDVWURSKHSURGXFW6RUDWKHU WKDQEHLQJFRYHUHGIRU± LI WKHEXUJODU
FRPHV DQG VWHDOV VRPHWKLQJ RII \RX RU D VPDOO EUHDNDJH WKHUH¶V SUREDEO\ DPDUNHW
RSSRUWXQLW\LIWKH\MXVWFRYHUPHIRUFDWDVWURSKHV\RXNQRZ"0\KRXVHEXUQVGRZQP\
URRIJHWVDKDLOVWRUPDF\FORQHP\KRXVHEXUQVGRZQLQDEXVKILUH<RXPLJKWFDOOLWD






µ2EYLRXVO\ ZH¶YH EHHQ OREE\LQJ SUHWW\ KDUG RQ WKH PLWLJDWLRQ LVVXHV DQG DURXQG
SODQQLQJ:KHWKHURUQRW\RXZDQWWRJRWRWKHEULQNPDQVKLSRIUHIXVLQJFRYHULQJVRPH
DUHDV>UHIHUULQJWR6XQFRUS¶VGHFLVLRQQRWWRLQVXUH(PHUDOGDQG5RPDXQOHVVPLWLJDWLRQ
PHDVXUHVZHUH SXW LQ SODFH@«%XW , FDQ VHH WKDW LW LV NLQG RI D SUHWW\ EROGPRYH ,W
SODFHVDORWRISUHVVXUHRQWKRVHFRXQFLOVDQGWKHVWDWHJRYHUQPHQW¶

:H¶YH EHHQ WKLQNLQJ DV D EXVLQHVV LQ GRLQJ UHEXLOGV DERXW KRZ ZH FDQ SURYLGH DQ
DVVHVVPHQWRIWKHGDPDJHDQGVD\RND\WKHVHDUHWKHWKLQJV\RXFRXOGGRWRLPSURYH
\RXU UHVLOLHQFH WR WKH KRXVH WKDW ZRXOG RQO\ FRVW D OLWWOH ELW H[WUD RU ZRXOG FRVW WKH
VDPH:H¶UHJRLQJ WRPDNH WKRVHFKDQJHV LQ WKHUHEXLOG7KHQ WKHUH¶VD OLVWRI WKLQJV
WKDW ZRXOG FRVW WKH FXVWRPHUPRUHPRQH\ DQG JLYH WKHP WKH RSWLRQ RI WDNLQJ WKRVH
VWHSV«6REDVLFDOO\ GRLQJ WKHZRUN IRU WKHP LQ DVVHVVLQJ WKH WKLQJV WKH\ FRXOG GR
'RLQJ WKH WKLQJV WKDW DUHQ¶W JRLQJ WR FRVW XV DQ\ H[WUD PRQH\ DQG WKHQ JLYLQJ WKH
FXVWRPHUWKHRSSRUWXQLW\WRFKRRVHWRGRWKHWKLQJVWKDWZLOOFRVWWKHPDELWPRUHEXWDUH










µ2XU MRE LV WR FRYHU \RX DIWHU DQ HYHQW « LW¶V DQ LQGLYLGXDO¶V UHVSRQVLELOLW\ DQG WKH
JRYHUQPHQW¶VUHVSRQVLELOLW\WRPLWLJDWHRUVWRSWKHHYHQWIURPKDSSHQLQJ7KHPD\RUGLG
VD\ ³:HOO \RX SRXUHG  PLOOLRQ LQWR RXU WRZQ ZK\ GRQ¶W \RX SRXU DQRWKHU 
PLOOLRQDQGEXLOGXS WKH OHYHH"¶%XW , WKLQN WKDW¶V IXQGDPHQWDOO\QRWZKDW LQVXUDQFH LV
DERXW«,WKLQNWKHLQVXUDQFHLQGXVWU\VKRXOGWDONWRFXVWRPHUVDERXWWKHLUIORRGULVNDQG






SODFHV « LW GRHV UHTXLUH FRQYLQFLQJ VRPH PHPEHUV RI WKH FRPPXQLW\ WKDW WKH\¶UH
SUREDEO\JRLQJWRKDYHWRKDYHDIORRGOHYHHEXLOWLQWKHEDFN\DUG¶
,16 µ,Q(PHUDOGVRPHRI WKHIHQFHVWKDWZHUHDURXQGSURSHUWLHVZHUHDFWXDOO\ OHYHHV6R
UDWKHU WKDQSXWWLQJ WKHLU IHQFHDURXQG WKHLUKRXVH LWZDVDFWXDOO\D IORRG OHYHH« LW¶V












/* µ:H DFWXDOO\ KDYH DERXW  NP RI OHYHH FODVVLILHG XQGHU RXU DVVHWV«  RI RXU
OHYHHV DUH XUEDQ EDVHG VR ZH KDYH SRWHQWLDOO\ D ORW RI FRVW DVVRFLDWHG ZLWK
LQYHVWLJDWLQJ UHYLHZLQJ DQG PDLQWDLQLQJ 2EYLRXVO\ \RX KDYH WR KDYH YHJHWDWLRQ RQ
WKHUH WR DOVR KROG DQG SURWHFW DQG OHYHH LWVHOI 6R WKHUH¶V WKRVH W\SHV RI GDLO\
UHTXLUHPHQWV






)0 µ>7R LQVWDOO D ULQJ OHYHH@ LW¶V DERXW D GZHOOLQJ WRPRYH WKH GLUW LQ DQG SDFN LW
GRZQDQGEXLOGLWWRDQHQJLQHHULQJVWDQGDUG6RLI\RX¶UHORRNLQJDWDUHDVRQDEO\VROLG
KRXVH RQ D IORRGSODLQ \RX¶UH QRW JRLQJ WR JHW LQVXUDQFH IRU LW ± WKH LQVXUDQFH








µ,Q $XVWUDOLD WKHUH¶V EHHQ D YHU\ VKRUWWHUP YLHZ RI >KRXVLQJ@ DIIRUGDELOLW\ %XW ZKHQ
\RXWKLQNDERXW1RUWK:DJJDDVDQH[DPSOHZKHUHSHRSOHKDYHEXLOWDORQJWLPHDJR
LW IORRGV QHDUO\ HYHU\  \HDUV RU VRPHWKLQJ 7KH QXPEHU RI WLPHV WKH\¶YH KDG WR
UHEXLOG WKRVH KRXVHV « \RX PLJKW VDYH D ELW RI PRQH\ SXUFKDVLQJ WKDW ODQG DQG
EXLOGLQJDKRXVH LQ WKH ILUVWSODFHEXW WKHFRVW WR WKHFRPPXQLW\DQG WKHJRYHUQPHQW
DQGLQVXUDQFHFRPSDQLHVDQGWKHUHVLGHQWVWKHPVHOYHVRYHUD\HDUSHULRG±LVWKDW
>LQLWLDO@VDYLQJUHDOO\ZRUWKLW"¶
(0 µ7KHUH¶V FRPSHWLQJ SULRULWLHV WKHUH :H ZDQW DIIRUGDEOH KRXVLQJ :H GRQ¶W ZDQW WR
FKDQJHRXUXUEDQIRRWSULQWVRZHZDQWWREHQLFHDQGJUHHQDQGHQYLURQPHQWDO«6R
ZH¶YHGHVLJQDWHGZKDW WKHXUEDQIRRWSULQW LVDQGZKHUHSODFHVFRXOGH[SDQG6RWKDW
PHDQV UHDOO\ JRRG UHDO HVWDWH LV H[SHQVLYH DQG VR LI \RX¶UH ORRNLQJ DW DIIRUGDEOH
KRXVLQJDQGDIIRUGDEOH UHDOHVWDWH WKHQRQHRI WKHZD\V LV \RX ORRNDWFKHDSHU ODQG
>7KHQ@WKHSUHVVXUHLVRQKRZWKH\DFWXDOO\UHOHDVHODQGDQGWKHPRUHFDYHDWV\RXSXW
RQ LQ UHODWLRQ WR WKDW ODQG ±KRZ LW FDQEHXVHGDQGZKDW VRUW RI QDWXUHDQG W\SHRI





FRPSDWLEOH PDWHULDOV LQ QHZ EXLOGLQJV ([LVWLQJ EXLOGLQJV DUH D ELW PRUH GLIILFXOW« WKH











,16 µ<RX FDQ SXW \RXU KRXVH RQ VWLOWV« LI \RX WKLQN DERXW WKH WUDGLWLRQDO DUFKLWHFWXUH RI D
4XHHQVODQGHU,WGRHVQ¶WUHDOO\PDWWHULI\RXUVWLOWVDUHJRLQJWREHZHW¶




WKLQJ 6R ZH IRU H[DPSOH LQVWDOOHG JHQHUDWRU FRQQHFWLRQV SRLQWV RQ DOO RI RXU VHZDJH





WKDW¶VH[WUD FRVW ,I \RX¶UHDFWXDOO\ JRLQJ WREH UXQQLQJ WKH DVVHW IRU   \HDUV RU
PRUHLW¶VLPSRUWDQW,I\RXH[SHFWLW¶VJRLQJWREH\HDUV>\RX¶OO@SUREDEO\XVHWKDWLQWKH
ORQJWHUP«WKHLPSRUWDQFHRIEXLOGLQJDUHVLOLHQFHFDSDELOLW\LQWRORQJWHUPLQIUDVWUXFWXUH¶
/* µ>0HDVXUHV VXFK DV UDLVLQJ KRXVHV@ ZRXOG EH H[SHQVLYH +RZHYHU LQVXUDQFH DQG
WKLQJV OLNH WKDW , NQRZ LQRXUDUHD WKDW LW¶V LQFUHDVHG IRUD ORWRISHRSOH6R WKDW¶VDQ
DQQXDO IHHRI ± , GRQ¶W NQRZ , WKLQN LW¶VDQ\ZKHUH LQ EHWZHHQ WRDW WKH




)0 µ,Q DUHDV ZKHUH WKHUH LVQ¶W D IORRG RYHUOD\ >IORRG ]RQLQJ LV@ WKH ORFDO JRYHUQPHQW¶V
UHVSRQVLELOLW\ 6R WKHUH¶V FRQVWDQWO\ FRPSHQVDWLRQ DQG VWXII JRLQJ RQ EHFDXVH RI
PLVWDNHV¶
87 RQIORRGSODLQUHVWRUDWLRQ




WKH VHGLPHQW FRPHV IURP ZKDW FDXVHV LW 6R WKHUH¶V EHHQ YHU\ GHWDLOHG ZRUN
SULRULWLVLQJ ZKLFK FDWFKPHQWV ZKLFK VXEFDWFKPHQWV ZLWKLQ HDFK KRZ PXFK RI WKH
QHWZRUNZRXOGQHHG WREH WDUJHWHG:H¶YHGRQH IXOO FRVWLQJV$ ORWZRXOGQHHG WREH
GRQHKDYHDVSDWLDOSULRULWLVDWLRQGHFLVLRQVXSSRUWWKDWZRXOGDOORZSHRSOHWRVD\ZK\
RQH DUHD¶V EHWWHU WKDQ DQRWKHU 2XU HVWLPDWHV DUH WKDW IRU 6RXWK(DVW 4XHHQVODQG















µ,W PDNHV VHQVH WR LQYHVW PRUH LQ WKLV NLQG RI ZRUN DV D ILUVWEDUULHU WUHDWPHQW IRU
LPSURYLQJZDWHUTXDOLW\ WKDQLW LV WREXLOGDQRWKHUZDWHU WUHDWPHQWSODQW ,VXVSHFW WKDW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
ZKHQ\RX ORRNDW WKHVXPVRI LW LW¶VSUREDEO\PRUHYDOXHIRUPRQH\WRDGGUHVVWKHVH
VRUWVRILVVXHVWKDQLWLVWRWU\DQGHQJLQHHU\RXUZD\RXW

µ7KHQ ZH¶YH JRW WKH DYRLGHG FRVWV RI GDPDJH WR VHD JUDVV KDELWDW ± WKH YDOXH RI WKH
UHFUHDWLRQDOILVKHULHV WKHYDOXHRIWKHFRPPHUFLDOILVKHU\WRXULVPYDOXHDOODVVRFLDWHGZLWK
FOHDQZDWHUGRZQVWUHDP«,QWHUPVRISURSHUW\GDPDJH,GRQ¶WWKLQNDQ\RQH¶VUHDOO\JRWWKH
QXPEHUVRQ«³KDGZHKDG WKLV VWXII LQSODFHKRZPXFK IDUPODQG ORVVZRXOGKDYHEHHQ
DYRLGHG"´,WKLQNZH¶YHSUREDEO\JRWWKHDELOLW\WRGRWKDWDVZHOO¶
(0 RQIORRGDZDUHQHVV
µ7KH PRUH WKDW ZH FDQ PLWLJDWH RU SURYLGH ULVN UHGXFWLRQ VWUDWHJLHV SULRU WR DQ HYHQW
RFFXUULQJWKHOHVVFRVWLW LVDFURVVWKHZKROHVSHFWUXP«IRULQVWDQFHSURYLVLRQRIUHDOO\
JRRG LQIRUPDWLRQ DERXW « KRZ \RX PLJKW SXW D OHYHH LQ RU \RX PLJKW VDQG EDJ \RXU
SURSHUW\RU\RXPLJKWPRYHDOO\RXUIXUQLWXUHXSWKDWZRXOGDFWXDOO\PLWLJDWHWKHLPSDFWVRQ
\RXUKRXVHKROGZKLFKWKHQVDYHV\RXWKHFRVWRIDFWXDOO\KDYLQJWRUHEXLOGRUUHSODFH«
UHDOO\ JRRG ULVN SODQQLQJ DQG PLWLJDWLRQ DQG UHGXFWLRQ VWUDWHJLHV LQ WKH SODQQLQJ SKDVH
DEVROXWHO\UHGXFHVWKHLPSDFWFRVWLQUHFRYHU\

,WFRXOGEHTXLWHFRVWHIIHFWLYH LQ WKDW LW¶V MXVWGHYHORSLQJ IDFWVKHHWV±ZHKDYHRXU ORFDO
IORRGVDIHJXLGHVDWWKHPRPHQW«RU\RXFDQUXQVRPHFRPPXQLW\ZRUNVKRSVWKDWWKHQ
LQFRUSRUDWHYHQXHDQGFDWHULQJ W\SHFRVWV WRZKROHVFKRROSDFNDJHVZKHUH\RXKDYH WR
SD\IRUDIDFLOLWDWLRQNLWDQGWKHZKROHZRUNVRUZKDWHYHUWKHFDVHPD\EH«>DIXOOVFDOH
SDFNDJH@ ZLWKRXW LQFOXGLQJ VDODU\ FRVWV ±  PD\EH « DFURVV WZR RU WKUHH
>FRPPXQLWLHV@¶
/* RQSUHYHQWLRQYHUVXVGDPDJHFRVWV
µ>$ &2$* UHSRUW@ VXJJHVWV WKDW D GROODU LQYHVWHG LQ PLWLJDWLRQ VDYHV DERXW  RU
VRPHWKLQJ ULGLFXORXV , WKLQN LQ UHVSRQVH DQG UHFRYHU\ FRVWV :KHUHDV WKH EXON RI WKH
UHVHDUFK LVPRUH LQ WKH DUHDRIVSHQW EHIRUH WKHHYHQW FDQVDYH \RX± LQ FRVWV
DIWHUZDUGV ,JXHVVWKHEULGJHH[DPSOHWKDW ,XVHGHDUOLHU LVDJRRGFDVH LQSRLQW7KDW LI




)0 µ7KDW ZRXOG EH D PDUNHW IDLOXUH LQ DQ\ RWKHU FLUFXPVWDQFH RU DQ LQHIILFLHQW DOORFDWLRQ RI






DQG WKHQJRQHEDFN WR WKHLU OHDI\ ULYHUVLGH SURSHUWLHV:KHUH \RX¶YH JRW VXFKKXJHVXQN
FRVWV LI \RX¶YHVSHQW± LI WKHUH¶VDSURSHUW\RUSURSHUW\ ,I LW¶V
HYHU\\HDUVWRUHSDLULW±RUHYHU\\HDUV±LW¶VSUREDEO\FRVWHIIHFWLYHWRWDNH





DQGHIIHFWLYH VWXGLHV IRUZKHUH WKHUH DUH ORZ GHYHORSPHQW SUHVVXUHV«2QH¶V D 
VWXG\ZKLFKWHOOV\RX³:HGRQ¶WEXLOGLQWKLVDUHDZHGREXLOGLQWKDWDUHD´«DQGWR
 IRU D UHJLRQDO SURYLQFLDO WRZQ VR LW¶V D VLJQLILFDQWO\ GLIIHUHQW FRVW« WKH OHYHO RI













87 :HQHHG WREHGHYHORSLQJDVSDUWRIRXUHQJLQHHUV¶DQGGHVLJQHUV¶ WUDLQLQJ«HGXFDWLRQ
DERXW KD]DUG PLWLJDWLRQ LQ WKH GHVLJQ RI DVVHWV ZKLFK LVQ¶W LQ WKHLU FRXUVHV 7KDW¶V DOO




)0 µ7KHUH¶V QRW UHDOO\ PDQ\ FRXUVHV « WKH SHRSOH ZKR ZRUN LQ IORRG PDQDJHPHQW «
WKH\¶UHXVXDOO\HQJLQHHUVZKHUHDVWKHIORRGSODLQPDQDJHUVWHQGWREHQDWXUDOUHVRXUFH
PDQDJHUV RI GLIIHUHQW SHUVXDVLRQV 7KH ZKROH DUHD RI IORRGSODLQ PDQDJHPHQW LV «
IUDXJKW ZLWKPLVXQGHUVWDQGLQJV DERXW ZKDW WKDW MRE LV DQG DOO WKDW VRUW RI VWXII %XW ,
JXHVVLW¶VQRWWKHVRUWRIWKLQJWKDW\RXGRWRRPDQ\FRXUVHVRQ7UDGLWLRQDOO\LW¶VEHHQLQ
WKHHQJLQHHULQJDUHD¶
(5 µ<RX FRXOG JHW ERWK XQGHUJUDGXDWH DQG SRVWJUDGXDWH WUDLQLQJ LQ ORRNLQJ DW WKLQJV OLNH










XQGHUVWDQGLQJ RI ZKLFK DUH RXU IODVK IORRG DUHDV 7KH VWDQGDUG ULYHULQH ULYHU ULVH
IORRGLQJZH¶YHJRWUHDVRQDEOHNQRZOHGJHRIUHDVRQDEOHPDSSLQJIRUUHDVRQDEOHDELOLW\
WRSUHGLFWZKDW¶VJRLQJWRKDSSHQWKHUH,¶PQRWVXUHWKDW¶VRXUELJSUREOHPIURPFOLPDWH
FKDQJH , WKLQNRXUELJSUREOHP IURPFOLPDWHFKDQJH LVSUREDEO\ IORRG ULVNDVVRFLDWHG
ZLWK:ROORQJRQJ 1RUWKHUQ %HDFKHV WKRVH DUHDV LPSDFWHG E\ IODVK IORRGLQJ HYHQWV
3UREDEO\OLWWOHULYHUVOLNHWKH&RRNV5LYHUWKDWUHDOO\±SHRSOHGRQ¶WSD\PXFKDWWHQWLRQ
WREXWDUHUHDOO\VXEMHFWWRIODVKIORRGULVH
87 µ7KHUH¶VKHDSVRI UHVHDUFKRQKRZSHRSOH SHUFHLYH ULVN ±ZHNQRZKRZSHRSOH WKLQN
DERXWULVN:HNQRZKRZWRHGXFDWHVRPHRQH
HWREX\VRPHWKLQJEHFDXVHWKHELJVDOHVFRPSDQLHVVSHQGPLOOLRQVXQGHUVWDQGLQJWKDW
:KDW ZH¶YH QHYHU GRQH « LV DSSOLHG DOO WKDW UHVHDUFK WR HPHUJHQF\ PDQDJHPHQW
HGXFDWLRQ

µ, WKLQN ZH¶YH JRW WR PRYH DZD\ IURP WKH UDQGRP PRGHO RI HGXFDWLRQ GHSOR\HG E\
HPHUJHQF\ VHUYLFHV LQ WKHLU LVRODWHGEXGJHW DUHDVZLWK XQLQIRUPHG XQHGXFDWHG FOXHV
IRUKRZWRJRDERXWLW*HWDPRUHSURIHVVLRQDODSSURDFK:HQHHGWRHQJDJHWKLQJVOLNH




:H WDON DERXW WKH  ZH WDON DERXW GLIIHUHQW OHYHOV RI SUREDELOLW\ 7KH\¶UH MXVW
SUREDELOLW\WKH\¶UHQRWDUHIOHFWLRQRQULVN6RZHQHHGWREHEDVLQJRXUGHFLVLRQVDERXW
IORRG SODQQLQJ PDQDJHPHQW RQ WKH OHYHOV RI ULVN WKDW SHRSOH ZLOO EH IDFLQJ IRU WKH
GHYHORSPHQW LQWR WKH IXWXUH :H GRQ¶W QHFHVVDULO\ KDYH D JUHDW NQRZOHGJH EDVH RU
UHVHDUFKEDVLVRQZKLFKWRGUDZZKDWLVWROHUDEOHIORRGULVN¶
)0 µ, WKLQN LW¶V UHDOO\ LPSRUWDQW ZH UHYLHZ RXU OHDUQLQJV DERXW IORRGPDQDJHPHQW DQG GR
WKLQJVEHWWHULQWRWKHIXWXUH6RWKDW¶VLUUHVSHFWLYHRIFOLPDWHFKDQJHRYHUOD\¶
)0 µ>7R DFKLHYH EHWWHUPHQW@ \RX KDYH WR HVWDEOLVK WKH FRVWHIIHFWLYHQHVV DQG WKH KLJKHU
H[SHQGLWXUH WKDW ZRXOG KDSSHQ « $UH ZH GRLQJ HQRXJK UHVHDUFK RQ WKH VRUWV RI
SDYHPHQWV WKDW DUH UHVLVWDQW WR IORRGLQJ":KDW¶V WKHPDUJLQDO FRVW RI LQYHVWPHQWV LQ
URDGVWRPDNHWKHPDEOHWRVWDQGWKRVHVRUWVRI IORRGHYHQWVDQGPRUHIUHTXHQWIORRG
HYHQWV DQG LV WKDW LQGLFDWHG RQ WKH IUHTXHQF\" <RX FDQ GR D UHDVRQDEOH HFRQRPLF











(5 $ ORW RI PDQDJHUV WKLQN RI ULSDULDQ YHJHWDWLRQ DQG IORRGSODLQV YHJHWDWLRQ DV DFWXDOO\
VSUHDGLQJ IORRG ULVN DQG ZRUVHQLQJ IORRG GDPDJH , JXHVV P\ DVVXPSWLRQ LV WKDW
WKURXJK UDSLG WUDQVSLUDWLRQ DQG WKHUH DUH VLQN DUHDV >YHJHWDWLRQZRXOG@ XVH WKHZDWHU
DQGKROGWKHZDWHU«,¶PQRWDZDUHRIDQ\VWXGLHVWKDWKDYHORRNHGLQPRUHSRSXODWHG
DUHDV DERXW WKH SURV DQG FRQV RI WKH ULSDULDQ YHJHWDWLRQ2EYLRXVO\ WKHUH DUH ORWV RI
DVVXPSWLRQVRQERWKVLGHV6RDVHFRORJLVWVZHDVVXPHWKHYHJHWDWLRQLVJRRG7KHQ
\RXKHDUIURPDORWRIPDQDJHUVRU ODQGKROGHUVWKDWRKWKH\GRQ¶WZDQWWKHYHJHWDWLRQ
WKHUHEHFDXVH LW VORZV WKH IORRGZDWHUVGRZQDQGSXVKHV WKHPRXW LQWR WKH IORRGSODLQ
%XW,GRQ¶WWKLQNHLWKHUSHUVSHFWLYHKDVEHHQWHVWHG
(5 µ>$GDSWDWLRQ@ UHTXLUHV D ORW RI LQIRUPDWLRQ« DERXW SURMHFWHG FKDQJHV EXW LQIRUPDWLRQ
DERXWYDOXHVDVZHOO,WKLQNWKDWZHPXVWQ¶WVKLIWDOORIWKHHPSKDVLVRQWRRQHVLGHDQG





µ*RYHUQPHQW EHLQJ WKH JUDQGPRWKHU« LW HQFRXUDJHVSHRSOH WR WDNHPRUH ULVNEHFDXVH
ZH¶UHJRLQJWREDLOWKHPRXW

µ,¶P QRW FRQYLQFHG WKDW JLYLQJ 4XHHQVODQG  ELOOLRQ ZLOO GR DQ\WKLQJ DERXW FKDQJLQJ
4XHHQVODQG¶VDWWLWXGH WREXLOGLQJRQ IORRGSODLQV«, WKLQN WKDW¶V MXVWJRLQJ WRHQFRXUDJH
FRQWLQXHGEXLOGLQJE\4XHHQVODQG±ZKLFKZDV , KDYH WRVD\RQHRI WKHQDWLRQ¶VZRUVW

























µ$IWHUDQHYHQWVRPHWLPHVZH¶UH ORRNLQJDWD IXOO UHFRQVWUXFWLRQ6RZHSXW LQD IORRG
FODLPWKHUH¶VWZRGLIIHUHQWW\SHVRIFODLPVWKDWZHJRWKURXJK2QH¶VWKURXJK506IURP
WKH57$IRUURDGVDQGWKHQWKHUH¶VDQRWKHURQH±WKH'HSDUWPHQWRI&RPPHUFH,WKLQN
LW LV WKH5$$ VRPHWKLQJ OLNH WKDW LV WKH QH[W IORRG FODLP 7KDW¶V UHYLHZHG E\ 3XEOLF
:RUNV 'HSDUWPHQW 6R WKH UHVWULFWLRQV RQ ZKDW \RX SXW LQ WKRVH FODLPV PHDQ WKDW
\RX¶UHUHLQVWDWLQJZKDWZDVH[LVWLQJ6RUHVLOLHQFHSUREDEO\VKRXOGEHSOD\HGLQDODUJHU
SDUW LQWR WKRVH IORRG FODLPV%HFDXVH OLNHZH¶YH VHHQRYHU WKH ODVW WZR \HDUVZH¶YH
JRQHEDFNDQGUHGRQHWKLQJVWZRRUWKUHHWLPHV«ZH¶YHKDGRQHURDGWKDWKDGWREH
UHFRQVWUXFWHGWKUHHWLPHVDWDFRVWRIPLOOLRQHDFKWLPH7KHUH¶VPLOOLRQWKDWFRXOG






7KH 1DWLRQDO 'LVDVWHU ,QVXUDQFH 5HYLHZ DQG WKH SURSRVDOV WKDW FDPH RXW RI WKH
UHFRPPHQGDWLRQV « ,I ZH PDQGDWH >WKDW LQVXUDQFH SUHPLXPV LQFOXGH@ FRPSXOVRU\
>IORRG@ LQVXUDQFH«\RXUKRXVH LQVXUDQFHPLJKWJR IURPD\HDU WRRU
D\HDULI\RX¶UHLQDSURQHDUHD«6R\RXWDNHRXWQRLQVXUDQFHDQG\RX¶UHQRW
FRYHUHG IRU DQ\ ULVNV DW DOO <RX¶UH QRW FRYHUHG IRU VWRUP \RX¶UH QRW FRYHUHG IRU WKH




µ,Q WKH WRZQVKLS RI 1DWKDOLD HDUOLHU WKLV \HDU LQ 0DUFK« WKH FRPPXQLW\ KDG SXW D
WHPSRUDU\OHYHHLQSODFHDQGLWZDVDOPRVWDFDUQLYDODWPRVSKHUHEHKLQGWKHOHYHHWKDW








FRPSUHVVHV WKHZDWHU LQWRDKLJKHU IORRG(YHQWXDOO\VKHEORZVRXWVRPHZKHUHRQD
IORRGSODLQDQ\ZD\6RZH¶YHJRWWRXVHWKHIORRGSODLQDVµZKHUHWKHZDWHUJRHV¶LQRUGHU




SURWHFW ORZYDOXH SURGXFWLRQ QRUPDOO\ , PHDQ ZK\ ZRXOG \RX GR WKDW" « $ ODUJH
SURSRUWLRQRI WKHSUREOHPVZLWK IORRGVQRZDUHEHFDXVH WKH OHYHHV IDLODQG WKHQ WKH\
MXVW SRQG WKHZDWHU ,I WKHUHZHUH QR OHYHHV WKHUH \RXZRXOGQ¶W KDYH WKH SUREOHP ,W
ZRXOGMXVWGUDLQRII,W¶VWKLVFUD]\WKLQJZKHUHHYHU\RQH¶VFRPSODLQLQJDERXWWKHHIIHFW













WUXVWV DV QDWXUDO PDWHULDO 7KH PRPHQW \RX GR WKDW \RX GHFUHDVH WKH URXJKQHVV RI WKH
FKDQQHOV DQG WKH\ EHFRPH K\GUDXOLFDOO\ HIILFLHQW DQG \RX FRPSRXQG WKH SUREOHP« >WKH








LPSOLFDWLRQV5HYHJHWDWLQJVWUHDPV± WKDWKDV LPSOLFDWLRQV IRU IORRGLQJ6R WKHTXHVWLRQ LV
ZKHWKHUWKH\¶OOUHYHUVHWKDWSROLWLFDOO\LIWKH\¶OOVD\³:HOOWKHUH¶VWRRPXFKULVN´>9HJHWDWLRQ@
VORZV WKH IORZVGRZQ7KHUH¶VPRUHGHEULVDURXQG ,W MXVWFKDQJHV WKH IORRGSHDNVVWRUHV
PRUHZDWHUDQGGHIOHFWVPRUHIORZVDOOWKDWVRUWRIVWXII,W¶VJHWWLQJEDFNWRWKHVRUWRIPRUH
QDWXUDO PHVV\ ULYHUV ZKLFK PRVW SHRSOH GRQ¶W OLNH« WKDW¶V EHHQ D ELJ LVVXH WKH ZKROH
YHJHWDWLRQWKLQJ¶







(5 µ,GRQ¶W WKLQN WKDWNHHSLQJ LQIRUPDWLRQ IURPSHRSOH LV WKHZD\ WRJRZKLFK , WKLQN LVZKDW¶V
KDSSHQLQJDORWRIWKHWLPHQRZ«$ORWRIWKDWLQXQGDWLRQPDSSLQJWKDW¶VEHLQJSDLGIRUE\
IHGHUDO PRQH\ LV MXVW NHSW DQG LW¶V YHU\ KDUG WR JHW KROG RI HYHQ IRU UHVHDUFK SXUSRVHV











SODQWDWLRQV SLQH SODQWDWLRQV DQG WKLQJV LQ WKH EDVLQZKLFK SRWHQWLDOO\ DIIHFWV UXQRII JUHDWO\
WKURXJK KLJK HYDSRWUDQVSLUDWLRQ 6R WKH\¶YH JRW HFRORJLFDO WDUJHWV IRU WKHLU VWHP GHQVLW\
UHVWRUDWLRQ$Q\ZD\WKHZRUNWKH\DUHGRLQJLVMXVWVKRZLQJKRZWKHJURZWKVWHPGHQVLWLHV


















µ1RZ WKDWZHKDYH WKH1DWLRQDO'LVDVWHU5HVLOLHQFH6WUDWHJ\ WKDW GRHVNLQGRI JLYH LW D
QDWLRQDOIRFXV«EXWRXUV\VWHPRIIHGHUDWLRQZH¶YHJRW WKUHHGLIIHUHQWJRYHUQPHQWV6R
\RXNLQGRIGRKDYHWRWDNHWKDWORFDOOHYHO%XWWKH\VKRXOGDOONLQGRIUHSOLFDWHWKDW1DWLRQDO
'LVDVWHU 6WUDWHJ\ DW D ORFDO OHYHO 6R LW NLQG RI WULFNOHV GRZQ WKURXJK HDFK OD\HU RI





UHJXODU UHYLHZV WKDW WKH\ KDYH SURFHVVHV IRU JDWKHULQJ DQG LQWHUSUHWLQJ LQIRUPDWLRQ DQG
VKDULQJ LQIRUPDWLRQDQGQRWVHWGRZQSDUWLFXODUSDWKZD\V IRU ORQJSHULRGVRI WLPHEHIRUH
WKH\FDQFKDQJH¶
(5 µ>:HQHHG@PDQDJHPHQWDVOHDUQLQJDQGVRWKDWUDWKHUWKDQUHVHDUFKEHLQJLVRODWHGWKDW
UHVHDUFK LVPDQDJHPHQW DQGPDQDJHPHQW LV UHVHDUFK« OHW¶V XVH WKH NQRZOHGJH WKDW
ZH¶YHJRWQRZWRDFWXDOO\SXWVRPHWKLQJVLQGLIIHUHQWDUHDVIRUPDQDJHPHQWSXUSRVHVEXW




WKDW WRZQ KDV WR EH GRQH E\ WKH VWDWH UDLO E\ WKHZDWHU FRPSDQLHV 6RPHRI WKHZDWHU
FRPSDQLHVDUHSULYDWHVRPHDUHSXEOLF'HSDUWPHQWRI0DLQ5RDGV«WKHPDLQPLWLJDWLRQ
WKDWFDQEHGRQHDW(PHUDOGLVQRWFRQWUROOHGE\WKHFRXQFLOEXWPRUHE\RWKHUVWDWHDQG



















/* µ, WKLQNZKDW UHDOO\QHHGV WREHGRQH LQ$XVWUDOLD LVDOOSROLWLFDODW WKHPRPHQW , WKLQN LW¶V
ILJKWLQJ IRU DFFHVV WR IXQGLQJ <RX NQRZ ZKHUH VKRXOG IXQGV JR":KDW DUH $XVWUDOLD¶V
ELJJHVW LVVXHV" , WKLQN IORRGLQJ DQG UHVLOLHQFH WR DQ\ W\SHRI HYHQW QRW MXVW IORRGLQJEXW
EXVKILUHVDQGWKLQJVOLNHWKDWWKH\¶UHRXUSULRULW\,PHDQWKHUH¶VSHRSOH¶VOLYHVDWVWDNHQRW
MXVWRQDQHFRQRPLFDQGVRFLDODQGHQYLURQPHQWEDVLVEXWWKHLUDFWXDOOLYHV¶




)0 µ0\YLHZ LV WKDW \RXVKRXOGQ¶W KDYH >UXUDO@ OHYHHVDW DOO DQ\ZD\7KH\¶UH MXVWD GXPE
LGHDRXWRQWKDWVFDOH7U\LQJWRPDQDJHIORRGSODLQIORRGLQJDWWKDWVFDOHLVVLOO\«:KDW
\RXZDQWWRGRLVSXWLQSODFHDSROLF\ZKHUH\RXGRQ¶WQHHGWKHOHYHHVDWDOO¶
(5 µ7KHUH DUH WZR GLIILFXOW SROLF\ GLPHQVLRQV HPHUJLQJ >IRU FDWFKPHQW VFDOH IORRG
PDQDJHPHQW@2QHLVKRZGR\RXGHDOZLWKIORRGSODLQPDQDJHPHQWZKHUHLQGLYLGXDOV
RUVPDOOJURXSVZDQWWRGLUHFWIORRGVDZD\IURPWKHPVHOYHVZLWKRXWQHFHVVDULO\KDYLQJ
WRWDNHUHVSRQVLELOLW\ IRUZKHUHWKHIORRGZLOOJR LI LWGRHVQ¶WVLWRQWKHLU ODQG6RZH¶UH
VHHLQJDOLWWOHELWRIWKDWZLWKOHYHHVDQGIORRGPLWLJDWLRQZRUNVDURXQGWRZQV

µ7KH VHFRQG SROLF\ DUHD LV LI \RX PDQDJH WKH ODQGVFDSH WR KROG IORRGZDWHU LQ WKH
ODQGVFDSHORQJHUZKDWDUHWKHLPSOLFDWLRQVIRUSHRSOHFDSWXULQJRYHUODQGIORZDQGWKHQ
ZDQWLQJ WR XVH LW IRU RWKHU SURGXFWLYH XVHV OLNH LUULJDWLRQ IRU LQVWDQFH"1RZ WKHZRUN
GRQHRQVZDOHVDQGPDQDJLQJVZDOHVVRWKDWZDWHUZLOOVWD\LQWKHODQGVFDSHORQJHULV
VRUWRIDOPRVWRQDFRQWLQXXPZLWKFDWFKLQJZDWHULQWRGDPVDQGXVLQJLWIRULUULJDWLRQ
6R DOWKRXJK WKH XVH RI RYHUODQG IORZ DQG ZDWHU PDQDJHPHQW LV LQFUHDVLQJO\ ZHOO
UHJXODWHGWKHLGHDWKDW\RXPLJKWDFWXDOO\ZDQWWRKROGWKHZDWHULQWKHODQGVFDSHLQD
IORRGHYHQWDQGEOHHGLWRXWRIWKHODQGVFDSHPRUHVORZO\«WKHOLQNEHWZHHQWKHIORRG
PLWLJDWLRQ RXWFRPH DQG WKH FDSWXULQJ RI RYHUODQG IORZ RXWFRPH KDVQ¶W EHHQ FOHDUO\
VRUWHGRXW ,QDELJHYHQW LW¶VSUREDEO\SUHWW\REYLRXVEXW LQDPHGLXPWRVPDOOHYHQW
ZKHUHLWEHFRPHVDUHFKDUJHRIVWRUDJHDVGLVWLQFWIURPDVORZLQJRIGUDLQDJH WKRVH
GLPHQVLRQV ,GRQ¶W WKLQN WKH\¶UHFOHDUO\VRUWHGRXW LQDSROLF\VHQVH\HW ,WFRXOGKDYH
QHJDWLYH LPSDFWRQHQYLURQPHQWDO IORZRI WKHZDWHUPRYLQJ WKURXJK WKHV\VWHPEXW LW





WHUPV RI SODQQLQJ DQG LI \RX ORRN DW WKH K\GURJUDSKV RIPRVW $XVWUDOLDQ ULYHUVZKHQ
WKH\GRIORZYHU\OLWWOHRIWKHDFWXDOGLVFKDUJHLVDFWXDOO\LQWKHPDLQFKDQQHO0RVWRI
LW¶VRXWRQ WKH IORRGSODLQV<RXZRXOGKDYH WRGHILQH >ZKDWD ULYHU LV@SDUWLFXODUO\ LQD
KLJKO\YDULDEOHFOLPDWH7KHULYHUKDVWREHGHILQHGE\DIORRGSODLQDQG, WKLQNZKDW¶V
KDSSHQHG LQ WKHVH LQFUHGLEO\ GU\ WLPHV LV WKDW SHRSOH HQFURDFK RQ WKDW $ ORW RI
VWUXFWXUHVJHWEXLOWZKLFK LPSHGHZDWHUDQGDOO WKDWGRHV LV UHOD\ WKHSUREOHPVDQG ±
ZHOOH[DFHUEDWHWKHSUREOHPVHOVHZKHUH¶





ODQG7KLV VRUW RI LVVXH FDQ¶W EHPDQDJHGE\ ORFDO VFDOH GHFLVLRQV ,Q IDFW LW FDQEH






















DERXW DFFHSWDEOH ULVN µDFFHSWDEOH WR ZKRP¶ LV DOZD\V LQWHUHVWLQJ ,W¶V WKDW VSOLW
LQFHQWLYH7KHSUREOHPZLWKWKHPDQDJHPHQWRIWKLVULVNLVWKHULVNLVQRWERUQHE\WKH
GHYHORSHU LW¶VDFWXDOO\ERUQHE\RZQHU7HQQ\VRQZRXOGEHDFODVVLFH[DPSOHRIKRZ






/* µ, UHFDOO VHHLQJ D UHSRUW DERXW KRZ E\ WKH \HDU , WKLQN  ODQG XVHZLOO KDYH EH
VLPLODUWRDQDUHDWKDWZDVWKHUHRUPLOHV>±NP@WRWKHQRUWK6RLW¶VDOODERXW









)0 µ6KRXOG >ZH@ KDYH D IORRGSODLQ PDQDJHPHQW DXWKRULW\"« , WKLQN WR DFWXDOO\ KDYH D
VWDQGLQJLQVWLWXWLRQDOVWUXFWXUHLVQRWLQGLFDWHGE\WKHIUHTXHQF\RIHYHQWV¶
)0 µ%HWZHHQ IORRGV \RX¶YH JRW WR NHHS WKH SUHVVXUH RQ <RX QHHG VRPH VRUW RI
LQGHSHQGHQWSOD\HU«\RXQHHGD >SODQQLQJ@ UHJXODWRU WRPDNHVXUH WKDWHYHU\ERG\¶V
GRLQJWKHLUMRELQWKLVVRUWRIVSDFHEHWZHHQHYHQWV7KHUH¶VVRPXFKLPSHWXVWRQRWGR





µ7KH\¶UH WDONLQJDERXWDELJHPHUJHQF\VHUYLFHVGHSDUWPHQW LQ9LFWRULD WKDWFRYHUVDOO
HPHUJHQFLHV 7KH\ FRXOG EH WKH HQWLW\ ZKRGLG LW EHFDXVH WKH\ KDYH WR OLYHZLWK WKH
FRQVHTXHQFHV ZKLFK LV WKH GDQJHU WR FRPPXQLWLHV 6R WKH\¶G EH ZDWFKLQJ DOZD\V
VD\LQJ³+DQJRQ\RX¶YHMXVWDOORZHGVL[KRXVHVWREHEXLOWLQDQDUHDWKDW¶VJRLQJWREH













µ7KH ZD\ ZH¶UH WU\LQJ WR ZRUN WKDW LQ LV WKURXJK VRPH RI RXU FDWFKPHQW SODQQLQJ
DSSURDFKHV WKDW DUH KDSSHQLQJ LQ4XHHQVODQG VXFK DV WKH 6RXWK(DVW4XHHQVODQG
5LYHU 5HFRYHU\ ,QLWLDWLYHV ZKLFK DUH EHLQJ OHG SULPDULO\ E\ WKH ORFDO JRYHUQPHQWV
DURXQGWKH6RXWK(DVW4XHHQVODQGUHJLRQ

µ7R WDNH D ZKROH FDWFKPHQW DSSURDFK WR SODQQLQJ DQG IRU ULYHU UHFRYHU\ LQ WHUPV RI
QDWXUDO UHVRXUFH PDQDJHPHQW LQWHUYHQWLRQV DV ZHOO DV WKHLU DFWXDO XUEDQ SODQQLQJ
SUDFWLFHV , WKLQN VWRUPZDWHU TXDOLW\ DQG WRWDO ZDWHU F\FOH PDQDJHPHQW W\SH
DSSURDFKHVDOO>QHHGWREH@LQWHJUDWHGLQWRWKHVHFDWFKPHQWZLGHSODQV:KLFKLQYROYHV




FRPPXQLWLHV WKDW VKRXOG EH LQYROYHG LQ WKLV NLQG RI ZRUN 6R \RX¶YH JRW ORWV RI
HFRORJLFDOZRUNJRLQJRQ)RU LQVWDQFH LQ6RXWK(DVW4XHHQVODQG«>WKHUHDUH@RWKHU




(5 , WKLQNRUJDQLVDWLRQV OLNH WKH%DVLQ$XWKRULW\DUHKHDGHG LQ WKHULJKWGLUHFWLRQ WRKDYH
WKHVHNLQGVRIEURDGUDQJLQJSRZHUVRYHUDJHRJUDSKLFUHJLRQ
(5 µ7KLV UHTXLUHV D OHYHO RI VSDWLDO SODQQLQJ DQG SULRULWLVDWLRQ DQG LQ IDFW RSWLPLVDWLRQ
EH\RQGWKHDELOLW\RIWKHLQGLYLGXDOODQGRZQHUV±EH\RQGWKHDELOLW\RIPRVWFRXQFLOV«
:KHQ \RX ORRN DW LW ZKR¶V JRW WKH DELOLW\ « IURP D OHJLVODWLYH SRLQW RI YLHZ LQ
4XHHQVODQG ± ZKR ZRXOG KDYH WKH DXWKRULW\ WR WDNH UHVSRQVLELOLW\ IRU DFWLRQV RQ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
ZDWHUZD\V" 7KDW ZDV WKH IRUPHU 'HSDUWPHQW RI (QYLURQPHQW DQG 5HVRXUFH
0DQDJHPHQW«WKH\KDYHOHJLVODWLYHUHVSRQVLELOLW\RQZDWHUFRXUVHV«QRRQHVKRXOG
EHGRLQJDQ\ZRUNVLQFKDQQHOVZLWKRXWOLFHQFHDQGDXWKRULW\WKURXJKWKHP¶
(5 µ/RFDO JRYHUQPHQWV KDYH JRW UHVSRQVLELOLW\ IRU IORRGSODLQ GHYHORSPHQW DQG SODQQLQJ
DQG VR LW¶V UHDOO\ DERXW WUDLQLQJ DQG LQIRUPLQJ WKHP LQ DOO WKHVH WKLQJV DERXW ULYHU
EHKDYLRXU7KHQ WKHUH¶V WKLVHOHPHQWRI FDWFKPHQWSULRULWLVDWLRQ WKDW« , WKLQN LVZHOO
EH\RQGWKHVFRSHRIDQ\ORFDOFRPPXQLW\JURXS¶
(5 0\ H[SHULHQFH LV >&DWFKPHQW 0DQDJHPHQW $XWKRULWLHV@ KDYH JRW YHU\ VNLOOHG SHRSOH
ZRUNLQJ IRU WKHP ,I KDYH JRW JRRG JRYHUQDQFH WKH\ DUH DEOH WR SODQ DFWLYLW\ ZLWKLQ
WKHPDWDUHDVRQDEO\ORJLFDOFDWFKPHQWVFDOH6WLOOVRPHWLPHVWKH\FDQEHFDSWXUHGE\
ORFDORSLQLRQV6R WKHUH¶VVWLOODQHHG, WKLQN WRKDYHVRPHVRUWRIH[SHUWDGYLVRU\RU
UHYLHZSURFHVVLQSOD\
(0 RQWKH&RPPRQZHDOWK¶VUROHLQGLVDVWHUUHVSRQVH
µ7KH&RPPRQZHDOWKDFWXDOO\GRHVQ¶WKDYHDUROH WRSOD\ LQGLVDVWHUPDQDJHPHQW ,W¶V
QRW D &RPPRQZHDOWK FRQVWLWXWLRQDO UHVSRQVLELOLW\ ,W¶V VRPHWKLQJ WKDW WKH
&RPPRQZHDOWKERXJKWWKHPVHOYHVLQWRWKURXJKWKHSURYLVLRQRIGLVDVWHUDVVLVWDQFH«
,¶YH KHDUG VRPH YLHZV H[SUHVVHG WKDW WKH&RPPRQZHDOWK VKRXOG EH UHVSRQVLEOH IRU




PRPHQW WKHUH¶V D ORW RI FURVVERUGHU DUUDQJHPHQWV LQ SODFH DQG ZH DFWXDOO\ KDYH
ELODWHUDO DJUHHPHQWV EHWZHHQ MXULVGLFWLRQV ZKLFK VHHPV WR ZRUN UHDOO\ ZHOO « WKHUH
KDVQ¶WEHHQHYLGHQFH WRVXJJHVW WKDWVKRXOGEHFKDQJHGDQG WKDWZHQHHGDFHQWUDO
JRYHUQPHQWFRRUGLQDWLQJPHFKDQLVPGLUHFWLQJDQGFRQWUROOLQJ«

,IZH¶UH UHTXHVWLQJDVVLVWDQFHRI WKH'HIHQFH)RUFH ±DQGZHGR± WKHQTXLWHFOHDUO\
WKDW¶VD&RPPRQZHDOWKUHVSRQVLELOLW\,W¶VFRVWLQJXVVRPXFKPRQH\«WKHUHKDVWREH
DGLIIHUHQWZD\DQGZHKDYHWRGRWKLQJVEHWWHU%XWWKDW¶VQRWDUHVSRQVHLVVXH¶




DQG RWKHU UHVSRQVLEOH ERGLHV WR HOHFW WR GR IORRG SODQQLQJ PDQDJHPHQW SODQ DQG
VWXGLHV,¶GOLNHWRVHHWKDWEHLQJPRUHRIDOHJLVODWHGWKLQJWKDWFRXQFLOVLIWKH\LGHQWLI\
WKDWWKH\GRKDYHDIORRGULVNQHHGWRGHYHORSDUHOHYDQWIORRGSODQULVNPDQDJHPHQW
SODQ DQG , WKLQN LW DOVR VKRXOG EH OHJLVODWHG WKDW HPHUJHQF\ VHUYLFHV QHHG WR KDYH
UHOHYDQWSODQVWKHPVHOYHVWKDWSODQVQHHGWREHUHJXODUO\H[HUFLVHG¶
87 RQ WKH DGYDQWDJHV RI WKH PXWXDO DLG DUUDQJHPHQWV IRU WKH $XVWUDOLDQ ZDWHU
VHFWRU
µ:H VHH LW QRW MXVW EHLQJ DERXW H[FKDQJLQJ UHVRXUFHV EXW DFWXDOO\ H[FKDQJLQJ
NQRZOHGJH%HFDXVHDJDLQZLWKDQDJHLQJZRUNIRUFHWKHNQRZOHGJHLVOHDYLQJVRLW¶V
DERXWKRZZHHIIHFWLYHO\VKDUHWKHNQRZOHGJHDFURVVWKHFRXQWU\
µ>'XULQJ@ WKH%ULVEDQH IORRGVZHXVHG WR KDYHGDLO\ SKRQH OLQNXSV DQG DQ\RQHZKR
KDG DQ\ VRUW RI H[SHULHQFH RU NQRZOHGJH IURP SUHYLRXV HYHQWV ZRXOG SDVV LW RQ WR






QRQHPHUJHQF\ VHUYLFHV RUJDQLVDWLRQV LW LV SRRU DW LQIRUPDWLRQ H[FKDQJH ZLWK QRQ
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
HPHUJHQF\ VHUYLFHV RUJDQLVDWLRQV ,W GRHVQ¶W VHH WKH LPSRUWDQFH RI WKH HVVHQWLDO
VHUYLFHV VHFWRU 7KH VROXWLRQ WR WKDW LV WKURXJK SDUWQHULQJ ± WKDW FRPHV IURP MRLQW
WUDLQLQJ DQG MRLQW H[HUFLVLQJ « 7KDW¶V D VWDWH DQG D QDWLRQDO LVVXH EHFDXVH WKH
$XVWUDOLDQ JRYHUQPHQW UXQV WKH $XVWUDOLDQ /HDGHUVKLS 0DQDJHPHQW ,QVWLWXWH DQG LW
QHHGVWRPDNHDGHFLVLRQDERXWKRZLPSRUWDQWLWVHHVWKDWPL[HGFODVVHQYLURQPHQW>DV
EHLQJ@YHUVXVMXVWWDUJHWLQJHPHUJHQF\VHUYLFHVSHRSOH





DOO OLWWOH LQGHSHQGHQW HPHUJHQF\ VHUYLFHV SXVKLQJ WKHLU RZQ LQGLYLGXDOO\ SDFNDJHG
PHVVDJLQJ7KHUH¶VQRFRQVLVWHQF\WKHUH¶VQRUHLQIRUFHPHQWDQGLW¶VMXVWLQHIILFLHQW¶
)0 µ>0DQDJLQJIORRGHYHQWVRUUHFRYHU\@RIWHQUHODWHVWRWKHSHUVRQDOLWLHVDQGWKHFDSDELOLW\RI
WKH SHRSOH WKHUH UDWKHU WKDQ WKH LQVWLWXWLRQDO DUUDQJHPHQWV « LQ WKH LPPHGLDWH SRVW
IORRGLQJWKLQJVLW¶VIDUPRUHUHJLPHQWDODQGHDFKWLPHZHKDYHDIORRGZHOHDUQKRZWRGR
WKRVHWKLQJVEHWWHU7KHQWKHSHRSOHFKDQJHDQGWKHNQRZOHGJHDQGH[SHULHQFHWHQGVWR
GLPLQLVK ZLWK IORRGV RYHU WLPH DQG WKHQ \RX JHW DQRWKHU RQH :KHUHDV RXU EXVKILUH
UHVSRQVHVDUHUHDOO\JRRGEHFDXVHZHYLUWXDOO\JHWRQHHYHU\\HDU«IORRGVZHJHWRQH
HYHU\\HDUVRUVRPHWKLQJ±RU6RWKHSHRSOHWKDWPDQDJHGWKHIORRGUHVSRQVHWKLV
\HDUDUHGLIIHUHQW WRWKHRQHVWKDWPDQDJHLWQH[W WLPH6RDOORI WKH OHDUQLQJVWKDWDUH LQ
SHRSOH¶V KHDGV DUH JRQH VR \RX QHHG WR KDYH SURFHVVHV WKDW DFNQRZOHGJH WKDW WKH
H[SHULHQFHIDFWRULVOLNHO\WREHYHU\OLPLWHGLQDIORRG¶
)0 RQUHJXODUMRLQWWUDLQLQJH[HUFLVHV






ULVN:KHQ WKLQJV JR ZURQJ ZKDW¶V WKH UROH RI JRYHUQPHQW" ,W¶V WR SURYLGH ±PHHW WKH
LPPHGLDWHQHHGVLQWKHHPHUJHQF\FRQWH[WEXW ORQJHUWHUPZKHQDPLONEDURZQHUJRHV
EURNHEHFDXVHWKHVXSHUPDUNHWPRYHVLQQH[WGRRUWKHJRYHUQPHQWGRHVQ¶WGRDQ\WKLQJ
7KHUH¶VDZKROH ORWRI WKLQJVWKDWKDSSHQLQ OLIHZKHUHWKHJRYHUQPHQWGRHVQ¶W LQWHUYHQH
ZKHUH\RXVRUWRIVD\³:HOOWKDW¶VOLIHWKDW¶VWKHPDUNHWRSHUDWLQJ´:HOOLQWKLVFDVHSHRSOH























µ7KH\ MXVW EDVLFDOO\ WRRN RYHU SDLG QR PLQG WR WKH UHVRXUFHV RU WKH SURFHVVHV WKH
V\VWHPV WKDWZH DOUHDG\ KDG LQ SODFH7KH\ VWDUWHG SURGXFLQJ GRFWULQHV WKDW DOUHDG\
H[LVWHG6RWKDWFUHDWHGDZKROHORWRILVVXHVIRUVHYHUDOPRQWKV¶






GHSHQGLQJ RQZKHWKHU LW ZDV DQ LQIUDVWUXFWXUH SURMHFW D URDGV SURMHFW RU DQ\ RI WKH








EHHQ GRQH E\ WKH H[LVWLQJ DJHQFLHV EXW WKH\¶YH QHYHU KDG WKH UHVRXUFHV WR GR LW
6XGGHQO\WKH\¶YHEHHQJLYHQWKHUHVRXUFHV¶
/* µ,WKLQNWKHJUHDWEHQHILWWKDWLWEURXJKWZDVVXVWDLQHGHIIRUWIRUDPXFKORQJHUSHULRGRI
WLPH WKDQZHPLJKW KDYH H[SHFWHG RXW RI WKH QRUPDO V\VWHP ,QP\ YLHZ WKH QRUPDO







« >WR@ JHW WKH UHVRXUFHV WR PDNH WKDW KDSSHQ FRXOGQ¶W KDYH KDSSHQHG ZLWKRXW WKH
SURILOHDQG WKHSROLWLFDOZLOO WKDW WKH45$KDVHQMR\HG2YHUVHYHUDO \HDUVZH¶YHKDG
VLPLODU DUJXPHQWV DERXW UHORFDWLQJ SDUWV RI FRPPXQLWLHV RU IXQGLQJ WKH UDLVLQJ RI
KRXVHV WKDWDUH ULJKWRQ ULYHUVRU WKHEX\EDFNVFKHPHV IRU VRPH RI WKHPRVWDW ULVN
SURSHUWLHVDQGDEVROXWHO\QRDSSHWLWHQRDSSHWLWHZKDWVRHYHUIRUWKDW¶
/* RQDSURDFWLYHDSSURDFKWREHWWHUPHQW
µ$ SURJUDP VKRXOG EH LPSOHPHQWHG VRRQHU UDWKHU WKDQ ODWHU WR DFWXDOO\ LGHQWLI\ DOO
SRWHQWLDO LVVXHV 7KHQ VORZO\ EXW VXUHO\ SURJUHVV WRZDUGV LPSURYLQJ WKRVH VR DQ
LPSURYHPHQWSURJUDP WKLQJV OLNH WKDW6R WKHUH LV IXQGLQJDQG WKDWDYDLODEOHDIWHUDQ
HYHQW\HVEXW , WKLQNRQD ODUJHUVFDOH$XVWUDOLDQHHGV WR LPSOHPHQWPRUHSURJUDPV
LQWRDQHQWLUHEHWWHUPHQWVFKHPH5DWKHUWKDQMXVWDIORRGUHFRYHU\EHWWHUPHQWVFKHPH
«/RFDOJRYHUQPHQWVDUHSUREDEO\WKHEHVWVLWXDWHGWRXQGHUVWDQGZKDWRFFXUVGXULQJ




)0 µ7KHUH LV GHILQLWHO\ D IDLOXUH LQ WKH V\VWHP ZKDW WKDW VXJJHVWV LV WKDW WKHUH¶V DQ
LQIRUPDWLRQ JDS WKDW FDQ¶W EH ILOOHG LQ WKH WLPHIUDPH WKDW¶V UHTXLUHG WR UHVSRQG WR WKH
EURNHQ URDGV«<RX QHHG WR SUHORDG WKH LQIRUPDWLRQ DERXW ³LQ ZKDW FRQWH[WV"´ DQG
³ZKDW¶VWKHFRVW"´±SHRSOHQHHGWRNQRZLI,PDNHWKLVGHFLVLRQWRDOORZIRUEHWWHUPHQW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
LW¶VJRLQJ WR UHGXFHRXU ORQJUXQFRVWVE\ZKDWHYHU ,GRQ¶W WKHUH¶VVXIILFLHQW UHVHDUFK































FDVH DQG UDLVH RQHWKLUG RI WKHPRQH\ WKHQ FRQYLQFH VWDWH JRYHUQPHQW WR FKLS LQ D
WKLUG RI WKHPRQH\VR WKHUH¶VDZKROH EXQFKRI MXVWLILFDWLRQ DQGFRVWEHQHILW DQDO\VLV
WKDWZRXOGKDYH WREHGRQH IRU WKHVWDWHJRYHUQPHQWDQG WKHQ WKHVWDWHJRYHUQPHQW






SURMHFW ZKLFK VWURQJO\ GLVVXDGHV VRPH VPDOOHU FRXQFLOV ZKR PLJKW KDYH KLJK
PLWLJDWLRQQHHGVIURPEHLQJDEOHWRHPEDUNRQWKHSURFHVVDWDOO6RZH¶YHEHHQFDOOLQJ
IRUDELWRIDWRSGRZQUHYLHZRIDOOWKDW«LW¶VWKHIXQGLQJSURFHVVDQGDSSURYDOSURFHVV








EHQHILFLDULHV WKHFRPPXQLW\ZRXOGQHHG WR WKHQ± WKURXJKUDWHVRUDVSHFLDO OHY\RU
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
ZKDWHYHU ± FRQWULEXWH WR WKH RQJRLQJ PDLQWHQDQFH DQG WKHUH ZRXOG QHHG WR EH DQ
DJHQF\ WKDWZDVFKDUJHGZLWK WKHUHVSRQVLELOLW\RI ORRNLQJDIWHU WKDW OLNHDFDWFKPHQW
DXWKRULW\RUZKDWHYHU¶
(5 RQIXQGLQJSULRULWLHV
µ:HZRUNHG LW RXW WKDW WKH WRWDO FRVWRIKDOYLQJ WKHVHGLPHQWGHOLYHU\ WR0RUHWRQ%D\
ZDV WKHVDPHFRVWDVXSJUDGLQJNPRI IUHHZD\EHWZHHQ%ULVEDQHDQG ,SVZLFK ,W




µ7KHUH¶V MXVW D UHDO QHHG WR LQWHJUDWH DFURVV GLVFLSOLQHV DQG VHFWRUV DQG JHW VRPH

















/RFDO*RYHUQPHQW$VVRFLDWLRQRI4XHHQVODQG LV WU\LQJ WRKHOS WKHPDVPXFKDV WKH\
FDQVRWKDWWKH\FDQLQFRUSRUDWHDOOWKHVHULVNDVVHVVPHQWVDFURVVWKHERDUG¶
)0 RQDSSURSULDWHIORRGSODLQGHYHORSPHQW





(5 µ>7KHUH¶V@ DOO NLQGV RI QHZ FRQVWUXFWLRQ ± 6RXWKHUQ &URVV 8QLYHUVLW\ KDV JRW D QHZ
EXLOGLQJ QHDU WKH *ROG &RDVW $LUSRUW WKDW MXVW IORRGV DIWHU UDLQIDOO ,W¶V XQEHOLHYDEOH
%\URQ %D\ EXLOW D QHZ FXOWXUDO FHQWUH DQG VSRUWV ILHOG RQ D IORRGSODLQ XVLQJ « WKH
HFRQRPLF VWLPXOXV SDFNDJH 6R DOPRVW PLOOLRQ RQ WKHVH ILHOGV ZKLFK QRZ VLQFH
WKH\¶YHEHHQILQLVKHGODVW\HDUQRQHRIWKHVSRUWVFOXEVZLOOVLJQXSWRWKHPEHFDXVH
WKH\¶UH MXVW FRQVWDQWO\ ZDWHUORJJHG 6R WKHUH¶V D PDQDJHPHQW FKDQJH WKDW ZLOO EH







)0 RQ 3D\PHQW IRU (FRORJLFDO 6HUYLFHV VFKHPHV IRU FDWFKPHQWVFDOH IORRG
PLWLJDWLRQ
µ,I VRPHRQH ZRXOG SD\ D FRPSDUDEOH SULFH IRU HFRORJLFDO VHUYLFH DV WKH\ ZRXOG IRU
DJULFXOWXUDOSXUSRVHVWKHQREYLRXVO\WKHUHZRXOGEHQRSUREOHPV%XWLILWGHWUDFWVIURP
WKHGHHGRI WKH ODQG LQVRPHZD\ WKHQZHZRXOGVWUXJJOHZLWKWKDWDVFRQFHSW«VR
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DOORZLQJ ODQG WR IORRG LVDVRFLDOVHUYLFH LQ WKHVHQVH WKDW LI WKLV ODQG WDNHV WKH IORRG
WKHQVRPHZKHUHHOVHJHWVWKHEHQHILWIURPKDYLQJWKHSUHVVXUHUHOLHYHG,ILW¶VWKHW\SH
RI IDUPLQJDFWLYLW\ WKDWFDQWDNHDKLWHYHU\QRZDQGDJDLQ WKHQWKDW¶VSUREDEO\QRWD
GLVLQFHQWLYH6R LI WKHUH¶V WKHPRQH\ WRFRPSHQVDWH\RX IRU WDNLQJ WKHRFFDVLRQDOKLW
DQGVRPHPRQH\ WRSD\ IRUHFRORJLFDOVHUYLFHV WKHQ ,FDQVHH WKDWSRWHQWLDOO\ LW FDQ
EHFRPH D EXVLQHVV ,W¶V VRUW RI D ORZULVN IDUPLQJ EXVLQHVV SOXV D IORRG PLWLJDWLRQ
EXVLQHVV 6R LI WKHUH DUH D IHZ EHQHILFLDULHV ± LW¶V MXVWZRUNLQJ RXW ZKDW WKH IXQGLQJ
PRGHOORRNVOLNH:KRWKHEHQHILFLDULHVDUHDQGZKRSD\V¶
)0 µ:KRZRXOGSD\WKHP"7KHSHRSOHRI*DWWRQZKROLYHRQWKHULYHUZKRGRQ¶WJHWTXLWH








LQ QRUWKHUQ 9LFWRULD ZKHUH WKH\ DUH VXJJHVWLQJ WKDW WKH\ ZLOO SURYLGH VHUYLFHV WR
GRZQVWUHDPODQGKROGHUVZKHUHWKH\¶OOVWRUHWKHZDWHURQWKHLUSURSHUW\LQZHWODQGVDQG
LQRWKHUDUHDVWRSURWHFWGRZQVWUHDPODQGXVHUV:KLFKLVDJRRGLGHD0\SUREOHPLV,





W\SHRIVFKHPHOLNHWKDW , WKLQNWKHUH¶GEHPRUH LQYROYHG LQUHJDUGVWRWKHDUHDVWKDW
ZRXOGEH UHTXLUHG WREHHQFXPEHULQJSULPDU\SURGXFWLRQ ODQG , WKLQN WKH UHVWULFWLRQV
DQGLVVXHVWKDWSULPDU\SURGXFHUVFXUUHQWO\KDYH\RX¶GEDVLFDOO\EHVHQGLQJWKHPRXW
RIEXVLQHVV«1RWRQO\>FRPSHQVDWLQJIDUPHUV@,PHDQZH¶UHUHVWULFWLQJZKDWZHHDW
$UHZHJRLQJWR LPSRUWDOORXU IRRGIURPWKHQRQ"<HDK , WKLQNWKHUH¶VD ORWRI LVVXHV
LQYROYHGLQDQ\W\SHRIGHFLVLRQPDNLQJIRU>ODQGXVH@¶
/* µ,¶P VWDWLQJ WKH REYLRXV EXW LI VRPHRQH FKRRVHV QRW WR PDLQWDLQ D EDQN LQ WKHLU
SDUWLFXODUDUHDWKHLPSDFWRQWKHPPDLQWDLQLQJLWFDQEHIHOWPLOHV>NP@DZD\DVWKH














WKHUH¶V DQ DYRLGDQFH FRVW WKDW SHRSOH OLYLQJ GRZQVWUHDPVKRXOG EHSUHSDUHG WR SD\
7KHUH¶V D VHUYLFH FRVW LQ WHUPV RI FOHDQ ZDWHU WKDW WKH ZDWHU TXDOLW\ DQG ZDWHU
PDQDJHPHQWVLGHRIWKLQJVZKLFKLVDELJSDUWRIWKHXSSHUFDWFKPHQW7KHUH¶VQRWKLQJ
XQUHDVRQDEOH DERXW IDFWRULQJ WKDW LQWR WKH FRVW RI EXON ZDWHU GHOLYHU\ DV ZHOO¶ >VHH
6HGLPHQWDWLRQLVVXHVIRUODWWHUFRPPHQW@
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
)0 µ:H¶YH KDG LQWHUHVW IURP 7UXVW IRU 1DWXUH « WKH JRYHUQPHQW JHQHUDOO\ SD\V IRU
HFRORJLFDOVHUYLFHVEXW LQRXUSDUWLFXODUFDVH WKHJRYHUQPHQW WKLQNV WKDW WKH\¶YHSDLG





µ7KHUH¶V SRWHQWLDO LQ WKH IXWXUH IRU GHYHORSHUV WR FRQWULEXWH PRUH WR WKLQJV OLNH
FRPPXQLW\ HGXFDWLRQ 7KH JRYHUQPHQW FRXOG VD\ ³5LJKWR GHYHORSHU \RX SXW D




(0 µ:H KDYH EHHQ FRQVWUDLQHG PRUH EURDGO\ DERXW UDLVLQJ FRPPXQLW\ SUHSDUHGQHVV












PDLQWDLQ WKRVH DVVHWV )LUVW RI DOO ZH QHHG WR EH DEOH WR DIIRUG WRPDLQWDLQ ZKDWZH
KDYH DQG , WKLQN WKDW DOO LI QRW PRVW ORFDO JRYHUQPHQWV ZRXOG DFWXDOO\ VWUXJJOH WR
PDLQWDLQ WKRVH DVVHWV WKHZD\ WKH\ SUREDEO\ VKRXOG EH 7R JR RXW DQG ORRN IRU DQ\

















µ:H¶UH UHOLDQWRQ WKHJRYHUQPHQW IRURXU IXQGLQJ:HGRKDYHVRPHSDUWQHUVKLSVZKLFK
SURYLGHXVZLWKVRPHDGGLWLRQDOIXQGLQJDQGVRPHJUDQWVIRUIORRGVDIHSURJUDPVDQGZKDW
QRW ,QWHUHVWLQJO\ HQRXJK RXU FRPPXQLW\ HGXFDWLRQ SURJUDPV DUH ODUJHO\ QRW IXQGHG E\



















DIIRUG WKDW DV D FRXQWU\ 6R ODVW \HDU , WKLQN LI \RX GRQ¶W WDNH LQWR DFFRXQW WKH
LQIUDVWUXFWXUHFRVWV±ZKLFKZHUHDERXWELOOLRQ LQ WD[HV UDLVHG WKURXJK WKDWH[WUD
0HGLFDUH OHY\ WKDWZHDOO SDLG± WKHUHZDVDQRWKHUPLOOLRQ LQKDQGRXWVJLYHQ WR







FRPPXQLWLHVGRQ¶W XQGHUVWDQGZKDW WKHLU ULVNVDUHVR WKH\¶UHQRW LQDSRVLWLRQ WRPDNH
DSSURSULDWH SHUVRQDO GHFLVLRQV DERXW KRZ WR SURWHFW WKHPVHOYHV 6R , WKLQN LQ WKRVH
FDVHVWKHVWDWHQHHGVWREHDUVRPHUHVSRQVLELOLW\ZKHUHWKH\KDYHIDLOHGWRLQIRUPSHRSOH
SURSHUO\RUZKHUHLWFDQEHSURYHQWKDWWKH\KDYHLQIDFWEHHQQHJOLJHQWLQQRWGRLQJWKDW¶












µ:RXOG LW EH EHWWHU ± UDWKHU WKDQ SURYLGLQJ WKDW W\SH RI SD\PHQW WKDW GRHVQ¶W DFWXDOO\
VXSSRUWSHRSOHZKR¶YHEHHQDIIHFWHG±ZRXOGLWEHEHWWHUWREHSXWWLQJWKDWW\SHRIIXQGLQJ
LQWRVXEVLGLVLQJUHWURILWWLQJKRXVHV"*HWWLQJSHRSOHVRPHH[WUDFDVKLIWKH\ZDQWWRUDLVH
WKHLU KRXVH LI WKH\ZDQW WR UHILW WKHLUZDOOV"3RVW WKH GLVDVWHUZRXOGEH REYLRXVO\ WKH
HDVLHVWZD\WRGRLWEHFDXVH\RX¶GEHDEOHWRLGHQWLI\WKHSHRSOHZKRZHUHPRVWDWULVN
DQG LWZRXOGEHDSDUWRI WKH UHEXLOGLQJSURFHVV&RXOG \RXDOVRKDYHDVFKHPH WKDW¶V
DOZD\V UXQZKHUH SHRSOHZKR DUH LQ WKDW DUHD WKDW¶V EHHQ FRQVLGHUHG IORRGSURQHDUH
DEOHWRDSSO\IRUIXQGLQJWRVXEVLGLVHEXLOGLQJPDWHULDOVRUVWXIIOLNHWKDW"¶
/* µ,W¶VWKHVRFLDOFRQVFLHQFHWKDWJRYHUQPHQWVKDYHWRKDYHUHDOO\±,PHDQWKDW¶VRQHRI
WKH UHDVRQV ZK\ ZH YRWH IRU WKHVH SHRSOH WKDW WKH\¶UH WKHUH WR KHOS DIWHUZDUGV DQG
WKH\¶UHQRWEUDYHHQRXJK WR±DQGVRPHWLPHV WKH\GRQ¶WKDYH WLPHHQRXJK WRGRHYHQ
MXVWDTXLFNFKHFNWRVHHZKHWKHUDWKHSHUVRQUHDOO\QHHGVVWXIIUHSODFHVEZKHWKHU
WKH\FDQDIIRUGWRUHSODFHLWWKHPVHOYHVZKHWKHUWKH\¶YHJRWDQ\LQVXUDQFH7KHUH¶VEHHQ




GXULQJ ± DQG WKH SROLWLFDO SRSXODULW\ WKDW IROORZHG %XW WKDW SRSXODULW\
GLVDSSHDUHG DOPRVW DV TXLFNO\ DV LW FDPH 6R LW¶V UHDOO\ D VKRUWWHUP JDLQ SROLWLFDOO\










QDWXUDO GLVDVWHUV « LW¶V RQ WKH VOLGLQJ IRUPXOD VWDUWLQJ RII DW  &RPPRQZHDOWK
FRQWULEXWLRQVWDWH%XWRQFHLWJHWV>WRD@GROODUWKUHVKROGLWVZLQJVDURXQG«IRU
WKH IORRGV LW ZDV &RPPRQZHDOWK DQG  VWDWH FRQWULEXWLRQ2I FRXUVHZH¶UH
DOZD\VDERYHWKDWWKUHVKROGEHFDXVHRIWKHQXPEHURIGLVDVWHUVZHKDYH«

µ9LFWRULD«QRUPDOO\ WKHLU GLVDVWHUV DUH DW D ORZHU OHYHO%XW ZH¶UH DOZD\V UXQQLQJ DW












µ:H VWUXJJOH WR KDYH UHVRXUFHV IRU UHFRQVWUXFWLRQ DQG UHFRYHU\:H VWUXJJOH WR JHW
IXQGVDSSURYHGLQWLPH,PHDQ,¶PVWLOOZDLWLQJVLQFH>2FWREHU@IRU WKHDSSURYHG







IURP GRLQJ LW ,W MXVWPHDQV WKDW RWKHU SURMHFWV DQG LQLWLDWLYHV WKDW ORFDO JRYHUQPHQWV








/* µ1'55$ WRRN WKHELJ OHDSRQO\D IHZ \HDUVDJR WR IXQG WKH UHSODFHPHQWRIDSLHFHRI
LQIUDVWUXFWXUHDQGXSJUDGHLWWRFXUUHQWHQJLQHHULQJVWDQGDUGV%L]DUUHO\WKHUHTXLUHPHQW










µ7KH&DWFKHOHPHQW LV WKH OHQJWKRI WKHSURFHVV>WRDSSURYHEHWWHUPHQW@«>D@JRRG
H[DPSOH ZDV RQH RI RXU ,QGLJHQRXV FRPPXQLWLHV WKDW KDG WKH RQO\ URDG LQWR WKHLU
FRPPXQLW\«WKHIRUGWKHUHZDVFRPSOHWHO\ZDVKHGDZD\7KH\DFWXDOO\KDGWKHFKRLFH
EHWZHHQGRZHDFWXDOO\ OHDYHRXU FRPPXQLW\ GLVFRQQHFWHG IURP WKH RXWVLGHZRUOG IRU
DSHULRG RI WLPH ZKLOH ZH ZDLW IRU WKHVH GHFLVLRQV WR EHPDGH RU GR ZH VWDUW ZLWK D






ULVNSLHFHRI LQIUDVWUXFWXUHVR OHW¶VUHSODFH LWRUXSJUDGHLWEHIRUH LWJHWVKLW¶7KHGLIILFXOW\
ZLWKWKDWLVWKDW«LWWKHQKDVWRJRLQWRDGLIIHUHQWOLQHLQWKHEXGJHWDQGEHFRPHSDUWRIWKH
DFWXDO EXGJHW SURSHU DV RSSRVHG WR ZKHUH LW VLWV DW WKHPRPHQW 7KHUH¶V EHHQ D KXJH
DPRXQWRIPRQH\WKDW¶VEHHQVLWWLQJLQDFRQWLQJHQF\IXQGIRUSRVWHYHQWUHFRQVWUXFWLRQDQG






















ZRUWK RI GDPDJHV , WKLQN LW SUREDEO\ ZRXOGQ¶W KXUW WR VSHQG SRWHQWLDOO\  LQ











IRU UHQHZDO DQG , WKLQN LW¶V MXVW SXWWLQJ WKDW ULGHU LQ WKHUH WKDW DOO GDPDJH WKDW LW LV
DFWXDOO\LPSURYHGWRWKLVVWDQGDUG¶
/* µ<RX¶UHJRLQJ WRKDYH«WKLVDUJXPHQW ³2ND\ZKR¶VJRLQJ WRSD\ IRU WKDWXSJUDGH"´
EHFDXVH FRXQFLOV DUH DOZD\V FODLPLQJ WR EH FDVK VWUDSSHG DQG WKDW¶V IDLU HQRXJK














WKHLU OLIH DQG JR VRPHZKHUH HOVH« >ZH JRW@ DGYLFH DERXW ZKHUH WKH ERXQGDULHV ZHUH
EHWZHHQWKHPRGHUDWHDQGWKHKLJKULVN]RQHV6RZHIRFXVHGRQWKHKLJKHVWULVNDUHDV

























DERXWHYHU\ LQVXUHUZLOODOORZWKHIOH[LELOLW\ LIWKHSHUVRQZDQWVWR LPSURYHWKHSURSHUW\RU
FKDQJH WKH SURSHUW\ WR XVH WKH LQVXUDQFH PRQH\ WR KHOS ZLWK WKDW %XW WKH\ PLJKW EH
UHTXLUHG WRWKURZ LQVRPHPRQH\ WKHPVHOYHV6RWKHUH¶VQRFRQFHSWRIEHWWHUPHQW LQ WKH
DYHUDJH SURSHUW\ 6R DQ LQVXUHU LI OHIW WR LWV RZQ GHYLFHV DQG WKH FOLHQW¶V ZLVKHV LW ZLOO











\RXU VXP LQVXUHG WR DOORZ IRU VRPH IRUP RI EHWWHUPHQW RU ULVN UHGXFWLRQ %XW WKHUH¶V







JRW WKDWSK\VLFDO OLPLWXS WRZKDWHYHU WKHVXP LQVXUHGZDV WRJHW WKHZRUNGRQH6R WKH











DFWXDOO\ GHFLGHZH FDQ VWRS D IORRG ZH FDQPDQDJH D IORRG ZKLFK , WKLQN LV FRPSOHWH
EXQNXPEHFDXVHQDWXUHZLOO MXVWPDNHD ELJJHU IORRG DQGZH¶OO JR ³2KGHDUPHDVXUHV
GLGQ¶WDFWXDOO\ZRUN´«,WKLQNWKHUH¶VDZKROHSV\FKRORJLFDOSUREOHPWKHUHDERXWKRZZH
GHDOZLWKQDWXUH¶
87 µ,W FRXOG EH DQRWKHU  \HDUV >EHIRUH LW IORRGV DJDLQ@ LQ ZKLFK FDVH SUREDEO\ QRW D EDG
JDPEOHEHFDXVHZH¶UHJDPEOHUV«WKHZKROHFRQFHSWRIULVN¶
87 µ7KH GLIIHUHQFH LV >EHWZHHQ FRXQWULHV OLNH WKH 1HWKHUODQGV DQG $XVWUDOLD@ WKH\¶YH EHHQ
DURXQGIRUPRUHWKDQ\HDUV,I\RX¶YHEHHQDURXQGIRU\HDUV\RXKDYHDORQJWHUP
YLHZRIZKDWVRFLHW\LV«ZKHQWKH*HUPDQVFRPHRXWWRZRUNZLWKXVWKH\JR³:K\DUH










µ>,I \RX@ DGG DQ H[WUD  PLOOLRQ SHRSOH WR $XVWUDOLD LQ D YHU\ VKRUW WLPHIUDPH ZHOO
JRYHUQPHQW KDV JRW QR RSWLRQ ,I \RX ORRN DW 6\GQH\ DQG 0HOERXUQH « SDUW RI WKDW
SRSXODWLRQZLOOEHRQIORRGSODLQV«WKHJRYHUQPHQW¶VEHHQIRUFHGWREHFDXVHYRWHUVZDQW
WKDW« ,Q0HOERXUQH QRZ WKH\¶UH JRLQJ WR SXOO GRZQ RI WKH KRXVLQJ LQ0HOERXUQH
EHWZHHQQRZDQGDQGUHEXLOGLWLQWRKLJKGHQVLW\KRXVLQJ:HOOWKDW¶VRQIORRGSODLQV





SHRSOH OLYH WKHUHEHFDXVH WKH\FDQ¶WDIIRUG WR OLYHDQ\ZKHUHHOVH7KHUH¶VVHPLLQGXVWULDO
DUHDV WKH ERUGHUOLQH W\SH DUHDV 3HRSOH GRQ¶W FKRRVH WR OLYH WKHUH « )ORRGV DUH D
GLVFULPLQDWRU\GLVDVWHUHYHQW$F\FORQHFRPHVWKURXJKDQGWDNHVRXWHYHU\RQHLQLWVSDWK
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
$ IORRGFRPHV WKURXJKDQG LW WHQGV WR WDNHRXW WKHSRRUHUGZHOOLQJVDQG WKHSHRSOH WKDW
DUHQ¶WDEOHWRDVVLVWWKHPVHOYHVWRUHFRYHU WKHSHRSOHZKRGRQ¶WKDYH LQVXUDQFHRUGRQ¶W
KDYHDGHTXDWH LQVXUDQFH«,GRQ¶WUHDOO\ WKLQNWKDWSHRSOHZLOOPDNHDFRQVFLRXVFKRLFH
³,¶OO OLYHKHUH LQDIORRGSURQHDUHDDQG LQVXUDQFHZLOOFRYHUP\FRVWV´ ,GRQ¶W WKLQNWKRVH
SHRSOHDUHPDNLQJWKDWVRUWRIUDWLRQDOFKRLFH







(5 µ, WKLQN WKHEHQHILWV IURP >WKHHFRV\VWHPVDSSURDFK@± HFRQRPLFDQGVRFLDO ±ZLOO EH IDU
















,16 µ7KHUH DUH VRPH SXEOLFO\ DYDLODEOH VXEPLVVLRQV RQ FRVWEHQHILW DQDO\VLV SURMHFWV ZLWK
SDUWLFXODUFRXQFLOVZKHUH WKH\ZDQW WRSXWXSD IORRG OHYHHZKHUH WKHUH¶VDPHDVXUDEOH
SUHPLXPGLIIHUHQFH)RUH[DPSOHDIORRGOHYHHEHLQJSXWLQDW'LUUDQEDQGLRU*RRQGLZLQGL


















µ7KH &DWFKPHQW 0DQDJHPHQW $XWKRULW\ DQG WKH +HSEXUQ &RXQFLO KDYH MXVW UHFHQWO\
FRPSOHWHG D IORRGSODLQ ULVNPDQDJHPHQW SODQ IRU .HVZLFN ZKLFK LV DQ LQWHUHVWLQJ RQH
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
7KDW¶V D FRPPXQLW\ WKDW ZDV IORRGHG DERXW ILYH GLIIHUHQW WLPHV GXULQJ   DQG






GLIIHUHQW FRORXUHG OLGVRQZKHHOLHELQVDVDZHHNO\ UHPLQGHURIZKLFK IORRGDUHD \RX
ZHUHLQ

/HYHH LVVXHV ± &KDUOHYLOOH OHYHHV DORQJ WKH :DUUHJR 5LYHU ZKHUH IORRGLQJ IURP
%UDGOH\¶V*XOO\FDXVHGZDWHUWREHWUDSSHGEHKLQGWKHOHYHH





























µ3DUW RI WKH SURMHFW LV WR FRPPXQLFDWH UHVXOWV WR HQGXVHUV:KDW LQIRUPDWLRQ GR \RX





FDQ GHYHORS D QDWLRQDO YLHZ WRZDUGV ZKDW WKH LPSOLFDWLRQV DUH IRU H[WUHPH ZHDWKHU
HYHQWVLQWRWKHIXWXUHWKDW¶VRIEHQHILWWRXV7KHVRUWRIORRVHEDQGVWKDWZHKDYHQRZ
DQG,NQRZWKDW¶VQRERG\¶VIDXOWWKDW¶VMXVWKRZVFLHQFHZRUNVGRHVQRWOHDYHLQVXUHUV













6R D QDWLRQDO UHSRVLWRU\ RI SURSHUW\ DQG EXLOGLQJ LQIRUPDWLRQ UDWKHU WKDQ SURSHUW\
LQIRUPDWLRQ ZRXOG EH RI JUHDW YDOXH WR D QXPEHU RI LQGXVWULHV LQFOXGLQJ WKH LQVXUDQFH
LQGXVWU\ EHFDXVH WKHQ ZH¶G EH DEOH WR EH DFWXDOO\ H[DPLQLQJ WKH ULVNV WR WKH EXLOGLQJ
ZKHUHDVULJKWQRZRXUQDWLRQDOIORRGLQIRUPDWLRQGDWDLVUHODWLYHWRWKHSURSHUW\¶












,¶G FHUWDLQO\ EH LQWHUHVWHG WR >NQRZZKDW WKH@ SHUFHSWLRQ WR IORRGV LV DFURVV« DOO WKRVH
GLIIHUHQW DUHDV >RWKHU FRXQWULHV VWXGLHG E\ WKH SURMHFW@« DUH WKHUH FRPPRQ WKUHDGV RU
WKHPHVRUGRHVLWDOOGHSHQGRQORFDOLW\±WKDWZRXOGEHLQWHUHVWLQJEHFDXVH,WKLQNWKDWZH
WDONDERXWRQHVL]HGRHVQ¶W ILW DOO« ,¶G MXVWEH LQWHUHVWHG WRVHHKRZRWKHUVDUHDFWXDOO\
GRLQJFRPPXQLW\SURILOLQJ¶
(0 µ, WKLQNDVXPPDU\RIZKDW WKHNH\ WKHPHVRIYDULRXVUHYLHZVKDYHEHHQDQG,VXSSRVH
ZKDWWKHNH\UHDFWLRQLVWRWKRVHKDYHEHHQE\JRYHUQPHQWVDQGDUHWKHUHLPSOHPHQWDWLRQ
SODQV LQ SODFH KDV WKHUH EHHQ FRPPXQLW\ DFFHSWDQFH RI WKH UHFRPPHQGDWLRQV ZLGHO\
SLFNHGXSWKURXJKUHVHDUFK"¶
(0 µ,QWHUQDWLRQDOH[DPSOHVDUHLPSRUWDQWDVZHOO¶













)0 µ$ VWXG\ ZKLFK VFRSHV RXW ZKHUH WKRVH OHDGLQJHGJH WRSLFV DUH WKH ERXQGDU\ EHWZHHQ
FXUUHQWNQRZOHGJHDQGSROLF\7KH\VHHPWRPHWREH
x :HQHHGGRZQVFDOHGFOLPDWHPRGHOVWRJLYHXVUHOLDEOHIDFWRUVWRFKDQJHRXULQ




x :H KDYH WR HVWDEOLVK ZKHWKHU  LQ  LV HYHQ WKH DSSURSULDWH WKLQJ 6KRXOG ZH
DFWXDOO\EHSURSHUO\DQDO\VLQJWKHUHVLGXDOULVNDQGORRNLQJDWWKHFRVWEHQHILWVRI³ZKDW
LV WKHPDUJLQDOFRVWRIPDQDJLQJ IRUDVOLJKWO\KLJKHU ULVN´"*LYHQ WKDW WKHVHDFWXDOO\
DUHQ¶W\HDULQYHVWPHQWVGRHVWKLVDFWXDOO\SXVK\RXUULVNWRDSRLQWZKHUHLW¶VTXLWH
DFFHSWDEOH"¶«>/RRNLQJDWGDPDJHFXUYHV@WKHUHPD\EHDYHU\VPDOOFRVWRIJRLQJ
DQH[WUDFPEXW LW LQFUHDVHV WKHUHVLOLHQFHRI \RXUEXLOW IRUPWRDZKROH ORWPRUH
HYHQWV
x :H KDYH WR ZRUN RXW KRZ ZH FDQ PDLQWDLQ ZDWHU TXDOLW\ DQG FRQWLQXH PLQLQJ
SURGXFWLRQDQGKRZZHGHDOZLWKZDWHUEXLOGXSRQPLQHVLWHV











x :KDW LV WKHGHVLJQDQGZRUNWKDWQHHGV WREHXQGHUWDNHQIRU WKHPRVWFRVWHIIHFWLYH
WUDQVSRUWDQGURDGVROXWLRQVWREHIXQGHGZKHQWKLQJVDUHEHLQJUHEXLOW"
x 7KHUHLVGHILQLWHO\DEHWWHUPHQWLVVXHZLWKURDGVWKDWQHHGVVRPHRQHWRZRUNRXWKRZ







FDQ WKLQN DERXW WKHVH WKLQJV DQG SURYLGH RXU DGYLFH WR JRYHUQPHQW¶ >µWKHVH WKLQJV¶

































WKDW WRRXUFRPPXQLW\DQG LW¶V OLQNLQJ LW LQ«DQG WKHQ WUDQVIHUULQJ WKDW LQWR WHDPV OLNH
)ORRG6DIH6RZKDWDUHZHGRLQJDERXWWKLV"2ND\ZH¶UHJRLQJDURXQGZH¶UHLQIRUPLQJ
\RX VRPHRQHZLOO NQRFN RQ \RXU GRRU WR FRQWDFW \RX VKRUWO\ DQG SXW D OHYHO RQ \RXU





)0 µ,QSROLF\ LWZRXOGEHXVHGE\ MXVWVRUWRI IUDPLQJSHRSOH¶VWKLQNLQJ«DIWHU WKH15(&
















FRPHDQGVHHVRPHWKLQJ WKDW¶VYHU\HDV\ WRQDYLJDWH:KHUHDV ,RIWHQ OLNH WKHFDVH
VWXG\ZD\RISUHVHQWLQJWKLQJVEHFDXVH\RXFDQSXWLWLQDFRQWH[WUDWKHUWKDQMXVWNLQG
RIDEVWUDFWLGHDV«RIWHQZKHQ\RX¶YHNLQGRIJRWELJFKXQNVRIWH[WLPSRUWDQWSRLQWV
JHW ORVW &DVH VWXGLHV DQG FOHDU VRUW RI WDEOHV DUH SUREDEO\ D QLFH IRUPDW WR EH IRU












DUWLFOH IRU DQ DFDGHPLF MRXUQDO LW ZRXOG EH UHDOO\ JRRG WR VHH LW DOVR DSSHDU LQ WKH
$XVWUDOLDQ -RXUQDO RI (PHUJHQF\ 0DQDJHPHQW RU VRPHWKLQJ OLNH WKDW (DFK RI WKH













µ,W¶V UHDOO\ DERXW EULQJLQJ >LQ@ WKH SHRSOH ZKR DUH SRWHQWLDOO\ JUDSSOLQJ ZLWK WKHVH
SUREOHPV6RZKR¶V UHZULWLQJ633DQGZKDWDUH WKH LQIRUPDWLRQQHHGV WKDW WKH\
KDYHLQWHUPVRIIORRGVWXGLHV,W¶VUHDOO\JHWWLQJWRWKRVHSHRSOHWKDWDUHZRUNLQJRQWKH
SROLF\GHYHORSPHQWHGJHVDQGDGGLQJYDOXHWRWKRVHWKLQJV¶
)0 µ*LYHQ WKH IDFW WKDW WKHVHSHRSOHGRQ¶WHYHQUHDG WKHVHELJ LQTXLU\ UHSRUWVZKLFKDUH
VXSSRVHGWREHJXLGLQJWKHLUEXVLQHVVLQDVWDWXWRU\VHQVHZKDWKRSHKDYH\RXJRWRI




DQG WKHQJRDQGVD\ZKHQFDQ WKH\EHDSSOLHG"«7KHQDFWXDOO\ WKLQNDERXWKRZ±
ZKR \RX WDON WRDQGKRZ \RXFDQPDNH LW HDV\ IRU WKHP WRVWDUW WR WKLVEHFDXVHELJ
LGHDVDUHKDUGZRUN%XWKDYLQJVDLGWKDWSHRSOH ORYHWKH LGHDVSROLWLFLDQVORYHWKHP











µ,W ZRXOG EH JUHDW LI \RX FRXOG PDQDJH WR JHW LW GRZQ WR VRPH DUHDV WKDW FRXOG EH
WDEXODWHG VR WKDW \RX FRXOG UHDOO\ HDVLO\ FRPSDUH EHWZHHQ WKHP , ZRXOG DOVR EH
LQWHUHVWHG LQ D SUHWW\ VWUDLJKWIRUZDUG FDWDORJXH RI UHFRPPHQGDWLRQV EHWZHHQ DOO RI
WKHP¶
 $QDO\VLV
,QVRPHDUHDVWKHUHZDV UHPDUNDEO\VWURQJFRQVHQVXV7KLV LQFOXGHVYLHZVDERXW WKH
DGHTXDF\ RI FXUUHQW PLWLJDWLRQ LQYHVWPHQW DQG VRPH DVSHFWV RI GLVDVWHU UHOLHI DQG
UHFRYHU\ DUUDQJHPHQWV VXFK DV EHWWHUPHQW SURYLVLRQV 2WKHU PHDVXUHV VXFK DV
GHYHORSPHQWFRQWUROVUHFHLYHGVWURQJDJUHHPHQWE\PRVWEXWQRWDOO6RPHLPSRUWDQW
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
LVVXHV ZHUH UDLVHG HYHQ E\ SURSRQHQWV RI WKLV DSSURDFK ± VRPHWKLQJ WKDW LW ZLOO EH
QHFHVVDU\WRDGGUHVVLIWKLVPHDVXUHLVWREHXVHGWRLWVIXOOSRWHQWLDO6RPHLQWHUYLHZHHV
SURPRWHG PHDVXUHV RI ZKLFK PDQ\ SHRSOH KDYH OLWWOH LQGHSWK XQGHUVWDQGLQJ ± LQ
SDUWLFXODU HFRV\VWHPDSSURDFKHV WR IORRGPDQDJHPHQWDQGPHWKRGVRI LPSOHPHQWLQJ
WKHPVXFKDVSD\PHQWIRUHFRORJLFDOVHUYLFHV3(67KHYLHZVH[SUHVVHGDERXWWKHVH
DSSURDFKHVKLJKOLJKW ERWK WKHSRWHQWLDO SHRSOH VHH LQ WKHP IRU DSSOLFDWLRQ LQ$XVWUDOLD
DQG WKH EDUULHUV WKDW ZRXOG QHHG WR EH RYHUFRPH 6RPH RI WKH NH\ LVVXHV WKDW KDYH
HPHUJHGDUHGLVFXVVHGEHORZ
 'HYHORSPHQWSODQQLQJ
'HYHORSPHQW SODQQLQJ LV D NH\ DGDSWDWLRQ PHDVXUH LGHQWLILHG E\ PRVW LQWHUYLHZHHV
0DQ\LQWHUYLHZHHVREVHUYHGWKDWUHFHQWO\DSSURYHGGHYHORSPHQWVKDGEHHQLQXQGDWHG
7KLVZDVRIWHQEODPHGRQVKRUWWHUPYLHZVLQWKHGHYHORSPHQWSURFHVVDQGORQJSHULRGV
RI GURXJKW LQ EHWZHHQ IORRGV 6RPH VXJJHVWHG WKDW FOLPDWH FKDQJH ZRXOG RQO\
H[DFHUEDWH WKLV DV SHULRGV RI GURXJKW DUH H[SHFWHG WR EHFRPH ORQJHU &DWFKPHQW




WKDW LQKLELWV WKH LQFRUSRUDWLRQ RI IORRG FRQVLGHUDWLRQV LQWR GHYHORSPHQW GHFLVLRQV 7KH
LVVXH ZDV OLJKWO\ WRXFKHG XSRQ LQ WKH ILQDO 4XHHQVODQG ,QTXLU\ S  ZKHQ LW
GLVFXVVHG UHGXFHG IORRG FRQWUROV LQ VDWHOOLWH OHJLVODWLRQ WR PHHW DIIRUGDEOH KRXVLQJ
REMHFWLYHV 7KLV LVVXH LQWHUFRQQHFWV ZLWK DQRWKHU VLJQLILFDQW PHDVXUH FRPPXQLW\
UHVLOLHQFH
7KHLQWHUYLHZHHDUJXHGWKDWIORRGLVDµGLVFULPLQDWRU\KD]DUG¶,WLVWKHSRRUHUSHRSOHZKR
DUH ORFDWHG LQ IORRG SURQH DUHDV EHFDXVH DIIRUGDEOH KRXVLQJ LV RIWHQ ORFDWHG LQ
XQGHVLUDEOH VHPLLQGXVWULDO DUHDV 7KLV LV DOVR VXSSRUWHG E\ WKH 4XHHQVODQG ,QTXLU\
ZKLFK QRWHV WKDW LQGXVWULDO DUHDV DUH FRPPRQO\ ORFDWHG LQ PRUH IORRGSURQH ODQG IRU
HFRQRPLFUHDVRQVEHFDXVHLWLVFKHDSµLILQGXVWULDOGHYHORSPHQWZHUHWREHUHVWULFWHGLQ





]RQHG IRU µOLJKW LQGXVWULDO¶ GHYHORSPHQW 3URYLVLRQV IRU DVVHVVLQJ VRPH W\SHV RI
µFRPPXQLW\ LQIUDVWUXFWXUH¶ VXFK DV DJHG FDUH IDFLOLWLHV KDYH LQIHULRU SURYLVLRQV IRU
DVVHVVLQJ DQG DGGUHVVLQJ IORRG ULVN SS±  $QRWKHU LQWHUYLHZHH (0
IXUWKHU QRWHG WKH ORZHU VRFLRHFRQRPLF VWDWXV RI PDQ\ RI WKH SHRSOH IORRGHG LQ UXUDO
DUHDV
7KHSURYLVLRQRIFKHDSEXW ULVN\ UHVLGHQWLDOVLWHV WRGLVDGYDQWDJHGJURXSVZLWK ORZHU
VRFLRHFRQRPLFVWDWXVRUWRWKHHOGHUO\LQWKHIRUPRIUHWLUHPHQWKRPHVRQO\LQFUHDVHV
WKHLU ORQJWHUP YXOQHUDELOLW\ WR FOLPDWH FKDQJH &OLPDWH FKDQJH VWXGLHV VXJJHVW WKDW
IXWXUHIORRGLQJULVNVWRGLVDGYDQWDJHGJURXSVµZRXOGLQFUHDVHE\IDFWRUVRIWKUHHWR±
VLJQLILFDQWVHFWLRQVRIWKHSRSXODWLRQFRXOGEHEOLJKWHG¶*DOORZD\S
,I WKH JRYHUQPHQW GHWHUPLQHV WKDW DIIRUGDEOH KRXVLQJ LV QHHGHG LW SHUKDSV QHHGV WR
ZHLJKXSWKHPRVWFRVWHIIHFWLYHDQGDSSURSULDWHZD\RIDFKLHYLQJWKLV6XEVLGLVLQJWKH
ORQJWHUPFRVWVRI DIIRUGDEOHKRXVLQJ WKURXJK LQFUHDVHGH[SHQGLWXUHRQGLVDVWHU UHOLHI
PD\ QRW SURYH WR EH WKHPRVW FRVWHIIHFWLYH VROXWLRQ VHH FRPPHQWV E\ ,16 LQ WKH





2WKHU VLJQLILFDQW EDUULHUV WR LPSURYHG GHYHORSPHQW SODQQLQJ LGHQWLILHG E\ LQWHUYLHZHHV
LQFOXGH
x SRSXODWLRQSUHVVXUH
x WKH ODFNRIDVVHVVPHQWRIH[LVWLQJGHYHORSPHQWDVVHVVPHQWSURFHVVHVWKDW ORRNDW
DSSOLFDWLRQV RQ D ORFDO VFDOH DQG WKH FRPSRXQGHG HIIHFWV RI GHYHORSPHQW RQ D
FDWFKPHQWVFDOH




x D ODFNRI UHVSRQVLELOLW\DFFRXQWDELOLW\DQGFRQVHTXHQFHV IRU WKRVHZKRPDNH ODQG
GHYHORSPHQWGHFLVLRQV








7KHUH DUH PDQ\ LVVXHV WKDW QHHG WR EH ZRUNHG WKURXJK LQ WHUPV RI IDFLOLWDWLQJ WKH
LQFRUSRUDWLRQ RI IORRG VWXGLHV LQWR SODQQLQJ VFKHPHV DQG FRQVHTXHQW UH]RQLQJ %HVW
SUDFWLFH SURFHVVHV ZRXOG QHHG WR EH GHYHORSHG VXSSRUWHG E\ OHJLVODWLYH SURYLVLRQV





D VLJQLILFDQW LVVXH IRU ORFDO JRYHUQPHQWV ,I WKH\ DUH H[SHFWHG WR UHYLVH GHYHORSPHQW
FRQWUROV LQ OLQHZLWKH[LVWLQJDQGIXWXUHIORRGVWXGLHV WKHUHZLOOQHHGWREHWKHILQDQFLDO
DQGSURFHGXUDOVXSSRUWWRHQDEOHWKHPWRGRVR
*UHDWHUILQDQFLDODFFRXQWDELOLW\RQWKHSDUWRISODQQLQJGHFLVLRQPDNHUVZDVVXJJHVWHG
E\VRPH:KLOH WKLVZDVRIWHQVHHQWREHD ORFDOJRYHUQPHQW LVVXHDOO WKUHH OHYHOVRI
JRYHUQPHQW ZHUH LPSOLFDWHG LQ EDG GHYHORSPHQW GHFLVLRQV E\ GLIIHUHQW LQWHUYLHZHHV
LQFOXGLQJ WKH IHGHUDO JRYHUQPHQW WKURXJK LWV HFRQRPLF VWLPXOXV SDFNDJH 6WDWH
JRYHUQPHQWV ZHUH RIWHQ VHHQ WR EH RYHUULGLQJ JRRG GHFLVLRQV E\ FRXQFLOV ,I ORFDO
JRYHUQPHQWDVWKHJRYHUQPHQW OHYHOSULPDULO\UHVSRQVLEOHIRUSODQQLQJGHFLVLRQV LVWR








&OLPDWH FKDQJH XQFHUWDLQW\ ZDV DQRWKHU LVVXH WKDW GRJJHG GHYHORSPHQW 2QH
LQWHUYLHZHHZDVYHU\FRQFHUQHGWKDWDOWKRXJKIORRGLQJZDVPRUHSUHGLFWDEOHWKDQDQ\
RWKHU KD]DUG H[LVWLQJ NQRZOHGJH DERXW IORRGSURQH DUHDV ± FRPPRQO\ FRQYH\HG LQ
WHUPVRI OLNHOLKRRG \HDU IORRG OLQHV±PD\EH WKURZQRXWFRPSOHWHO\E\SHRSOH
WU\LQJWRFDSLWDOLVHRQIXWXUHXQFHUWDLQW\6RPHVXJJHVWHGWKDWDSSURDFKHVVKRXOGIRFXV
PRUH RQ DSSURSULDWH VWUDWHJLHV WR UHGXFH FRQVHTXHQFH UDWKHU WKDQ OLNHOLKRRG2WKHUV










SODQQLQJ VFKHPHV WR DFFRPPRGDWH FOLPDWH FKDQJH XQFHUWDLQWLHV :KLOH /* DQG
/* IHOW WKH IDFWRU KDGD VRPHZKDW ORRVH VFLHQWLILF EDVLV WKH\ KDG QRW KHDUG DQ\
GLVVDWLVIDFWLRQH[SUHVVHGFRQFHUQLQJLWVXVH
7KH XQGHUVWDQGLQJ RI SDVW IORRG HYHQWV ZDV VHHQ DV YHU\ XVHIXO E\ HFRV\VWHP
UHVHDUFKHUVLQSODFLQJOLPLWVRQSRVVLEOHPD[LPXPIORRGH[WHQWZKLFKLVXVHIXOLQWHUPV
RI DZDUHQHVV RI SRWHQWLDO IORRG H[WHQW LI IORRGLQJ LV H[SHFWHG WR LQFUHDVH LQ LQWHQVLW\








&RPPXQLW\ UHVLOLHQFH LV FXUUHQWO\ D SRSXODU DSSURDFK LQ $XVWUDOLD DQG RYHUVHDV LQ
FRXQWULHVOLNHWKH8QLWHG6WDWHV,QWKHRU\FRPPXQLW\UHVLOLHQFHDGGUHVVHVDOOVWDJHVRI
HPHUJHQF\PDQDJHPHQWLQFOXGLQJSUHYHQWLRQ±SUHSDUDWLRQ±UHVSRQVH±UHFRYHU\3355
+RZHYHU PRVW LQWHUYLHZHHV ZKR GLVFXVVHG FRPPXQLW\ UHVLOLHQFH IRFXVHG RQ WKH
DYDLODELOLW\ RI IORRG LQIRUPDWLRQ WR HQDEOH LPSURYHG ULVN DZDUHQHVV OHDGLQJ WR JUHDWHU
SHUVRQDOUHVSRQVLELOLW\
$YDLODELOLW\RIIORRGLQIRUPDWLRQZDVVHHQDVDPDMRULPSHGLPHQWWRIORRGULVNDZDUHQHVV
DQGQR LQWHUYLHZHHSURSRVHG WKDWDFFHVV WR IORRG LQIRUPDWLRQVKRXOGEH OLPLWHG0DQ\
LQWHUYLHZHHV UHSRUWHG GLIILFXOWLHV LQ DFFHVVLQJ H[LVWLQJ IORRG LQIRUPDWLRQ WKDW ZDV
QHFHVVDU\ WR SHUIRUP WKHLU ZRUN LQFOXGLQJ(5 IRU UHVHDUFK SXUSRVHV DQG87 IRU
ZDWHU LQIUDVWUXFWXUH 7KH LQVXUDQFH LQGXVWU\ KDV IRXQG WKDW WKLV VR LPSRUWDQW IRU LWV
EXVLQHVV WKDW LW KDV GHYHORSHG LWV RZQ GDWDEDVH RI LQIRUPDWLRQ DQG WKH XWLOLW\
LQWHUYLHZHG ZDV DWWHPSWLQJ WR GR WKH VDPH ,QWHUYLHZHHV IURP DOO VHFWRUV ZDQWHG
LQIRUPDWLRQWREHPDGHDYDLODEOHIRULPSURYLQJFRPPXQLW\DZDUHQHVVUHVLOLHQFHDQGRU
FRPPXQLW\ VXSSRUW IRU PLWLJDWLRQ PHDVXUHV ,QIRUPDWLRQ DYDLODELOLW\ LV FXUUHQWO\ EHLQJ
DGGUHVVHG WR VRPH H[WHQW E\ IHGHUDO LQLWLDWLYHV WKRXJK IORRG VWXG\PHWKRGRORJ\ DQG
VWDQGDUGVDUHYDULDEOHZKLFKLVDQLVVXHWKDWDIIHFWVWKHXVDELOLW\RIGDWD
0HWKRGVRILQFUHDVLQJULVNDZDUHQHVVZHUHYDULHG)ORRGPDUNHUVLQIRUPDWLRQLQPHWHU





DIIHFWHG DUH ORZ VRFLRHFRQRPLF JURXSV RU WKH HOGHUO\ ZKR KDYH OLPLWHG DELOLW\ WR
LPSOHPHQW3355(YHQ LISHRSOHDUHSURYLGHGZLWK LQIRUPDWLRQSULRU WRSXUFKDVH WKH\
PD\QRWKDYHWKHILQDQFLDOUHVRXUFHVWRSXUFKDVHRUUHQWLQDVDIHDUHD3HRSOHZLWKOHVV
PRQH\GRQRWQHFHVVDULO\ZRUU\DERXWDWKUHDWWKDWPD\QRWKDSSHQIRU\HDUVZKHQ
WKH LPPHGLDWH QHHG LV WR KDYH D URRI RYHU WKHLU KHDGV ,W LV GHEDWDEOH ZKHWKHU
SXUFKDVLQJ XQGHU WKHVH FLUFXPVWDQFHV FRXOG EH GHVFULEHG DV D SHUVRQDO FKRLFH WR
DFFHSW WKH ULVN ,I WKHUH LV D ODFN RI DIIRUGDEOH DOWHUQDWLYHV WKHUH LV QR FKRLFH DQG
UHVSRQVLELOLW\FDQQRWEHSODFHGRQSHRSOHIRUFHGLQWRWKLVVLWXDWLRQ
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
9XOQHUDEOH JURXSV DOVR KDYH PRUH OLPLWHG UHVRXUFHV WR LQFUHDVH WKHLU UHVLOLHQFH E\
SXUFKDVLQJ LQVXUDQFH EXLOGLQJ WRPRUH ULJRURXV VWDQGDUGV UHWURILWWLQJ WKHLU KRPHV RU




DOVR VLJQLILFDQW FXOWXUDO DQG DWWLWXGLQDO EDUULHUV WKDW DIIHFW UHVLOLHQFH DQG SHRSOH¶V
ZLOOLQJQHVVWRDFFHSWUHVSRQVLELOLW\GHVFULEHGLQ6HFWLRQ(YHQZKHUHHIIRUWLVSXW
LQWR ULVNDZDUHQHVV WKHUHDUHQRJXDUDQWHHV WKDW LWZLOOZRUNDV LQGLYLGXDOVFDQPDNH
PLVWDNHV DQG GR QRW DOZD\V EHKDYH UDWLRQDOO\ ZKHQ GLVDVWHU VWULNHV &DSDFLW\ LVVXHV
VXFKDVWKHVHZHUHUDLVHGE\PDQ\LQWHUYLHZHHVLQFOXGLQJE\RQHLQWHUYLHZHHZKRKDG
VSHFLDOLVHGH[SHUWLVHLQWKHFRPPXQLW\UHVLOLHQFHDUHD
)RU WKH UHDVRQV RXWOLQHG DERYH LI FRPPXQLW\ UHVLOLHQFH LV QDUURZO\ LQWHUSUHWHG DV
µFRPPXQLW\ULVNDZDUHQHVV¶ LQRUGHUWRSODFHUHVSRQVLELOLW\IRUULVNVRQWR LQGLYLGXDOVLW LVD
PLVXVHRIWKHZRUGµUHVLOLHQFH¶,QWKLVFRQWH[WFRPPXQLW\UHVLOLHQFHPHUHO\UHGXFHVUHVLGXDO
ULVNV WKDWZRXOGQRW KDYHRFFXUUHGKDGSUHYHQWLRQPHDVXUHVEHHQDGHTXDWH$ZDUHQHVV
DORQH LVQRW HIIHFWLYHXQOHVVSHRSOHDUHHPSRZHUHG WRGR VRPHWKLQJDERXW LW DQG LI WKLV





LVDNH\PHDVXUH WRDGGUHVVUHVLGXDO ULVNV IRUH[LVWLQJGHYHORSPHQW ,WFDQKHOS WR LQIRUP













LQ WKH /RZHU /RGGRQ LQ 9LFWRULD DQG RQH LQ *UDQWKDP LQ 4XHHQVODQG ,Q WKH 9LFWRULDQ
H[DPSOHWKHJRYHUQPHQWLVORRNLQJDWUHFRXSLQJVRPHRIWKHFRVWVE\UHVDOHLQDZD\WKDW
UHVWULFWV ODQG XVH WRPRUH IORRGFRPSDWLEOH IDUPLQJ SUDFWLFHV $OWKRXJK WKHUHZHUHPDQ\
VRFLDOLVVXHVWRZRUNWKURXJKWKHSURJUDPSURPLVHVWRLPSURYHWKHORQJWHUPUHVLOLHQFHRI
WKHDUHD$W*UDQWKDPWKHUHZDVWKHDGGHGLPSHWXVRIPDQ\OLYHVKDYLQJEHHQORVWDQGWKH













YDOXHSURSHUW\GDPDJHGLYLGHGE\ \HDUVZKHUHDV LQVXULQJ IRUD LQ\HDUHYHQW
ZRXOG EHPXFK ORZHU LQ WHUPV RI DQQXDO FRVW (YLGHQWO\ WKH FRVWV DUH JUHDWHU WKHPRUH
IUHTXHQWO\ IORRGHG \RX DUH VR UHORFDWLRQ LV PRVW FRVWHIIHFWLYH IRU WKH PRVW IUHTXHQWO\
IORRGHGDUHDV
&RYHQDQWV DQG SUHIHUHQWLDO SXUFKDVH RUGHUV ZHUH VXJJHVWLRQV IRU LPSOHPHQWLQJ D PRUH
ORQJWHUPVWUDWHJ\RIEX\EDFNVRUODQGXVHFKDQJHV6RPHVXJJHVWHGIXQGLQJPHFKDQLVPV
WKDWPD\ EH UHTXLUHG LI WKLV ZHUH WR EH LPSOHPHQWHG VXFK DV D SUHDSSURYHG EXFNHW RI








7KHUH ZDV VXSSRUW IRU OHYHHV LQ WHUPV RI SURWHFWLQJ H[LVWLQJ GHYHORSPHQW DQG LQGLYLGXDO
EXLOGLQJV WKURXJK ULQJ OHYHHV $W OHDVW LQ 9LFWRULD DQG 1HZ 6RXWK :DOHV LQWHUYLHZHHV
LQGLFDWHGWKDWWRZQOHYHHVDUHPRVWO\ZHOOUHJXODWHGDQGPDLQWDLQHG+RZHYHUFRQVLGHUDEOH
UHVHUYDWLRQVZHUHH[SUHVVHGDERXWFDWFKPHQWVFDOHUXUDOOHYHHVLQFOXGLQJSVHXGROHYHHV
7KHSUREOHPVZLWKVWUXFWXUDODSSURDFKHV LQFOXGH LQFUHDVHG IORRGKHLJKWVDQGHQHUJ\ WKH
LQLWLDO H[SHQVH DQG RQJRLQJ PDLQWHQDQFH FRVWV WKH QHHG IRU ULJRURXV UHJXODWLRQ WKHLU
SURSHQVLW\WRSURORQJIORRGLQJE\SUHYHQWLQJGUDLQDJHWKHLUIDLOXUHWRSUHYHQWIORRGLQJIURP





(FRV\VWHPDSSURDFKHV WR IORRGPLWLJDWLRQDUHSUREDEO\ WKH OHDVWJHQHUDOO\XQGHUVWRRG
PHDVXUHV 8QVXUSULVLQJO\ HFRV\VWHP UHVHDUFKHUV DQG IORRGSODLQ PDQDJHUV KDG DQ
H[FHOOHQW XQGHUVWDQGLQJ RI WKHVH PHDVXUHV EXW RWKHU VHFWRUV RQO\ KDG OLPLWHG
XQGHUVWDQGLQJDQGPDQ\UHVHUYDWLRQV(FRV\VWHPUHVHDUFKHUVVXJJHVWWKHPDLQUHDVRQ
IRU ODFN RI XQGHUVWDQGLQJ DERXW WKLV DSSURDFK FRXOG EH GXH WR VHJUHJDWLRQ EHWZHHQ
WUDGLWLRQDO IORRGPDQDJHPHQW DQGQDWXUDO UHVRXUFHPDQDJHPHQW GLVFLSOLQHV+RZHYHU
HFRV\VWHPDSSURDFKHVDUHZLGHO\XVHGRYHUVHDVDQGKDYHDJUHDWGHDORISRWHQWLDOWR
DGGUHVVVRPHRI$XVWUDOLD¶VPRVWVLJQLILFDQWIORRGLVVXHV
2QH LVVXH LGHQWLILHG E\ D QXPEHU RI LQWHUYLHZHHV LQFOXGLQJ IURP RWKHU VHFWRUV ZDV
IORRGZDWHUYHORFLW\RUHQHUJ\7KLVDVSHFWRIIORRGLQJKDGOLWWOHFRYHUDJHLQWKHUHYLHZV
EXW ZDV UHFRJQLVHG E\ PDQ\ LQWHUYLHZHHV DV FDXVLQJ VRPH RI WKH PRVW H[SHQVLYH
GDPDJHSULPDULO\WRLQIUDVWUXFWXUHVXFKDVURDGVEULGJHVDQGUDLOZD\VEXWDOVRLQWHUPV
RI HURVLRQ DQG ORVV RI IDUPODQG UHGXFHG ZDWHU TXDOLW\ DQG ORQJWHUP UHGXFWLRQV LQ
VWRUDJHFDSDFLW\RIGDPVGXHWRVLOWDWLRQ7KLVLVVXHZDVFRYHUHGE\WKH(15&,QTXLU\
UHSRUWZKLFKZDVUHOHDVHGDIWHUWKHLQWHUYLHZVWRRNSODFH
(FRV\VWHP UHVHDUFKHUV KDYH LGHQWLILHG PHWKRGV WR UHGXFH WKHVH SUREOHPV 5HVHDUFK
VXJJHVWV WKDWZRUN QHHGV WR EH GRQH SULPDULO\ LQ WKH XSSHU FDWFKPHQW WR LPSHGHZDWHU
7KXVUDWKHUWKDQFOHDULQJDQGVWUDLJKWHQLQJZDWHUFKDQQHOVYHJHWDWLRQDFWXDOO\QHHGVWREH
HQFRXUDJHG WRJURZ LQVLGH WKHPDQG IRUZDWHU WR VSLOO RYHURQWR WKH IORRGSODLQ7KLV LV D
FRPSOHWHO\UHYROXWLRQDU\ LGHDWKDWVWURQJO\FRQWUDVWVZLWKFXUUHQWSUDFWLFHVDQGFRPPXQLW\
YLHZVWKDWDUHGHVFULEHG LQ6HFWLRQDQG LQ WKH(15&,QTXLU\SS±8SSHU
FDWFKPHQWV ZRXOG EH HQFRXUDJHG WR IORRG DQG KROG ZDWHU WHPSRUDULO\ LQ ZHWODQGV RU
GHWHQWLRQEDVLQVWKHQJUDGXDOO\UHOHDVHLWEDFNLQWRWKHV\VWHP
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
7KLV DSSURDFK KDVPDQ\ EHQHILWV EHVLGHV UHGXFLQJ GDPDJHV ,W ZRXOG GHOD\ IORRGLQJ
GRZQVWUHDP DQG WKXV LQFUHDVH ZDUQLQJ WLPHV DQG SRWHQWLDOO\ UHGXFH GDPDJHV DQG
FDVXDOWLHVIURPIODVKIORRGLQJ,WZRXOGDOVRUHGXFHIORRGSHDNVDQGFUXFLDOO\GHFUHDVH
WKHSRZHURIIORRGZDWHUV LQWKHPLGGOHDQGORZHUFDWFKPHQWV$QRWKHUEHQHILW LV WKDW LW
FRXOGDOORZDTXLIHU UHFKDUJH±D VLJQLILFDQW EHQHILW WKDW FRXOGKHOSDGGUHVV LQFUHDVLQJ
VHYHULW\ RI FOLPDWH FKDQJH GURXJKW %\ FRQWUDVW FKDQQHO VWUDLJKWHQLQJ YHJHWDWLRQ
UHPRYDO DQG IORRGSODLQ OHYHHV WR SURWHFW UXUDO ODQG ZHUH DOO VHHQ DV EHLQJ FRXQWHU
SURGXFWLYHLQWKDWWKH\LQFUHDVHGYHORFLW\DQGWUDQVIHUUHGIORRGSUREOHPVGRZQVWUHDPRU
DFURVVWRQHLJKERXULQJSURSHUWLHV
,QWHUYLHZV ZLWK HFRV\VWHP UHVHDUFKHUV LQGLFDWHG VWURQJ DZDUHQHVV WKDW WKH PRVW
SURGXFWLYHIDUPODQGZDVLQWKHPLGGOHFDWFKPHQWDQGWKXVOLWWOHFRXOGEHGRQHWKHUHWR
UHGXFHWKHSRZHURIWKHIORZ6XLWDEOHLQWHUYHQWLRQVLQPLGGOHFDWFKPHQWVFRXOGLQFOXGH
EDQN VWDELOLVDWLRQZLWK ULSDULDQ YHJHWDWLRQ %\ FRQWUDVW ODQG LQ XSSHU FDWFKPHQWVZDV
JHQHUDOO\RIORZHUYDOXHDQGWKHUHZDVVFRSHWRHQVXUHFRPSDWLEOHGU\ODQGJUD]LQJXVHV
DQG SD\PHQW WR SURSHUW\ RZQHUV IRU WKH LQFRQYHQLHQFH RI RFFDVLRQDO IORRGLQJ 7KH
JHQHUDOIHHOLQJZDVWKDWLWZDVLPSRUWDQWIRUODQGWRUHPDLQLQSURGXFWLRQEXWWRHQVXUH
WKDW SURGXFWLRQ ZDV FRPSDWLEOH WKURXJK H[WHQVLRQ DFWLYLWLHV DQG WKURXJK SRVVLEOH
SD\PHQWIRUHFRORJLFDOVHUYLFHV3(6PHFKDQLVPV
7RROVKDYHEHHQGHYHORSHGWRGHWHUPLQHZKDW ORFDWLRQV LQWHUYHQWLRQVDQGWKHDUHDRI
ODQG WKDW QHHGV WR EH UHYHJHWDWHG RUPDQDJHG DSSURSULDWHO\ +RZHYHU VXFK ZRUN LV
DUHD VSHFLILF FDQQRW EH LQWHUSRODWHG PRUH JHQHUDOO\ $ EXVLQHVV FDVH GRQH WR DSSO\
HFRV\VWHPDSSURDFKHVWRUHGXFLQJVHGLPHQWDWLRQLQWKH0RUHWRQ%D\DUHDVXJJHVWVWKDW
 RI WKH VHGLPHQW LV FRPLQJ IURP  RI WKH UHJLRQ VR LW LV SRVVLEOH WR WDUJHW
DFWLYLWLHVWRVSHFLILFORFDOLWLHV7KLVH[DPSOHDOVRVXJJHVWVWKDWWKHDFWLYLW\ZRXOGEHFRVW
HIIHFWLYHLQWHUPVRIZDWHUTXDOLW\DQGVXSSO\DVZHOODVKDYLQJVLGHEHQHILWVIRUILVKHULHV




RQ WKH LQGLYLGXDO WRZQRU ORFDOLW\VFDOHZKLFK LVFXUUHQWO\ WKHQRUP7KHUHVHHPWREH
IHZHIIHFWLYHPHFKDQLVPVIRUHQVXULQJDFDWFKPHQWDSSURDFK,WZDVGHILQLWHO\VHHQDV
EHLQJEH\RQGWKHVFRSHRIORFDOFRXQFLOVRUFRPPXQLWLHV,PSOHPHQWLQJDSSURDFKHVOLNH
WKLV ZRXOG QHHG WR EH OHG IURP D VWDWH OHYHO DQG ZRXOG QHHG WR LQYROYH DOO SOD\HUV
&DWFKPHQW PDQDJHPHQW DXWKRULWLHV WKDW RSHUDWH LQ 9LFWRULD WKURXJK WKH VWDWH




WR GHWHUPLQH WKHLU RSLQLRQV RQ LWV IHDVLELOLW\ DFFHSWDELOLW\ DQG SRWHQWLDO EDUULHUV0DQ\
UHVHUYDWLRQV ZHUH H[SUHVVHG SRVVLEO\ DV D FRQVHTXHQFH RI XQIDPLOLDULW\ ZLWK WKLV
PHFKDQLVP,VVXHVGLVFXVVHGLQFOXGHGZKRZRXOGSD\KRZPXFKWKH\ZRXOGSD\KRZ
WR GHWHUPLQH WKH DPRXQW RI ODQG QHHGHG WR SURYLGH D JLYHQ EHQHILW IRU D JLYHQ
GRZQVWUHDP ORFDOLW\ DQG KRZ SD\PHQW FRXOG EH PDGH 6RPH LVVXHV ZHUH UDLVHG LQ
WHUPVRI GLVPDQWOLQJ OHYHHV WKDWFRXOGDIIHFW QHLJKERXULQJSURSHUWLHVDQG UHVHUYDWLRQV
DERXWWDNLQJIDUPODQGRXWRISURGXFWLRQ2QHLQWHUYLHZHHZDVRIWKHYLHZWKDW3(6ZDV
DVWDWHJRYHUQPHQWUHVSRQVLELOLW\$QRWKHUVXJJHVWHGLWFRXOGEHSDLGIRUWKURXJKZDWHU
VXSSO\FKDUJHV&HUWDLQO\ LW LVDQDSSURDFK WKDWKDV WKHSRWHQWLDO WR IDFLOLWDWH ODQGXVH
PDQDJHPHQW SUDFWLFHV WKDW EHQHILW HQWLUH FDWFKPHQWV DQG LW WKHUHIRUH VHULRXV
FRQVLGHUDWLRQVKRXOGEHJLYHQWRKRZVXFKVFKHPHVFRXOGEHLPSOHPHQWHG
 5HVSRQVHLVVXHV
5HVSRQGHUV WHQGHG WR VXSSRUW WKH RXWFRPHV RI WKH IORRG UHYLHZV 2QH LQWHUYLHZHH




IORRGLQJFRPPXQLW\ UHVLOLHQFH GLVFXVVHGDERYH ORFDO IORRGSODQQLQJHYDFXDWLRQDQG
YROXQWHHUPDQDJHPHQW
0DQ\ LQWHUYLHZHHV ZHUH SDUWLFXODUO\ GLVVDWLVILHG ZLWK WKH DGHTXDF\ RI HYDFXDWLRQ
SODQQLQJ LQ WKH UHFHQW IORRGV(YDFXDWLRQ LVVXHV LQFOXGHG XQVXLWDEOH IDFLOLWLHV IRU IORRG
WKH\ZHUHVXLWDEOHIRUILUHDQGXQVXLWDEOHIRUF\FORQHZKLFKFDQDQGGLGFRLQFLGHZLWK
WKH IORRG$VSDUWRI LPSURYHGSODQQLQJ WULJJHUSRLQWV IRUHYDFXDWLRQDQG IRUNQRZLQJ
ZKHQLWZDVVDIHWRUHWXUQZHUHRQHPHDVXUHVXJJHVWHG
)ODVK IORRGLQJ ZDV VHHQ DV D VLJQLILFDQW LVVXH IRU FOLPDWH FKDQJH VFHQDULRV DV
LQFUHDVLQJ UDLQ LQWHQVLWLHV DUH OLNHO\ WR LQFUHDVH WKLV SUREOHP 0HDVXUHV WR LPSURYH
ZDUQLQJ IRU IODVK IORRG ZHUH VXSSRUWHG LQFOXGLQJ UHFRPPHQGDWLRQV IURP WKH &RPULH
UHYLHZ DQG WKH %R0 UHYLHZ ,PSURYLQJ XQGHUVWDQGLQJ DERXW IODVK IORRG DUHDV ZDV
VXJJHVWHGE\RQHLQWHUYLHZHHDVDUHVHDUFKQHHG
$ NH\ LVVXH IRU HPHUJHQF\ UHVSRQVH ZDV IXQGLQJ DUUDQJHPHQWV 5HVRXUFLQJ RI
YROXQWHHUV ZDV VHHQ DV LQDGHTXDWH DQG WKH 6RXWK $XVWUDOLDQ PRGHO RI IXQGLQJ
HPHUJHQF\ VHUYLFHV WKURXJK UDWHV DQG YHKLFOH UHJLVWUDWLRQV ZDV VHHQ DV HTXLWDEOH LQ






GHOLYHU\ RI UHFRYHU\ FRPPXQLW\ GHYHORSPHQW RIILFHUV ZHUH D VLJQLILFDQW HOHPHQW EXW
WKH\ QHHGHG WR EH GHSOR\HG HDUO\ DQG RYHU D ORQJ SHULRG RI WLPH 7KH 4XHHQVODQG
5HFRQVWUXFWLRQ$XWKRULW\ZKLOHKDYLQJVRPH LVVXHVZDVJHQHUDOO\VHHQDVEHLQJYHU\
VXFFHVVIXO LQ FHQWUDOLVLQJ DQG VXVWDLQLQJ UHFRYHU\ HIIRUW DWWUDFWLQJ UHVRXUFHV DQG LQ
LPSOHPHQWLQJ DSSURDFKHV ± VXFK DV UHORFDWLRQ ± WKDW PLJKW RWKHUZLVH KDYH EHHQ
LPSRVVLEOH










ORFDO JRYHUQPHQWV WR DSSO\ DGHTXDWH SUHYHQWDWLYH PHDVXUHV VXFK DV LPSURYHG
GHYHORSPHQWSODQQLQJ'LVDSSURYDOZDVDOVRH[SUHVVHGDERXWWKHXQWDUJHWHGQDWXUHRI
LQGLYLGXDO SD\PHQWV WKDW GLG OLWWOH WRKHOS WKRVHPRVW VHYHUHO\DIIHFWHGDQG WKDW FRXOG






µIRU FROODERUDWLRQ RQ QDWXUDO GLVDVWHU PLWLJDWLRQ DFWLYLWLHV¶ DQG LW LV PHDQW WR VSHQG
DSSUR[LPDWHO\PLOOLRQ WREHGLYLGHGEHWZHHQDOOKD]DUGVDFURVVDOOVWDWHVDQQXDOO\
$WWRUQH\*HQHUDO¶V 'HSDUWPHQW E $V RQH LQWHUYLHZHH H[FODLPHG WKLV LV EDUHO\
HQRXJK WR IXQG RQH IORRG OHYHH :KLOH DQQXDO VWDWH LPSOHPHQWDWLRQ SODQV FRQWDLQ
DPRXQWV WKDW URXJKO\ WDOO\ ZLWK WKLV DPRXQW DFWXDO DPRXQWV UHSRUWHG LQ WKH $WWRUQH\
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
*HQHUDO¶V 'HSDUWPHQW DQQXDO UHSRUWV GR QRW DSSHDU WR PDWFK SODQQHG H[SHQGLWXUH
ILJXUHV ,QTXLULHV WRFODULI\ DFWXDO IXQGLQJ ILJXUHVDQGD FOHDUHU EUHDNGRZQRI DFWLYLWLHV
KDYHVRIDUQRW\LHOGHGDQ\UHVSRQVH
$FFRUGLQJWRWKHDJUHHPHQW¶VLQWHUSUHWDWLRQµUHVLOLHQFH¶IXQGHGWKURXJKWKHDJUHHPHQW
LQFOXGHV DOO VWDJHV RI 3355 1RW DOO LQWHUYLHZHHV VHHPHG WR KDYH WKH VDPH
XQGHUVWDQGLQJ RI µPLWLJDWLRQ DFWLYLWLHV¶ DV LQFOXGLQJ DOO VWDJHV RI33550LWLJDWLRQZDV
JHQHUDOO\ VHHQ DV EHLQJ PRUH DW WKH SURDFWLYH SUHYHQWLRQ HQG RI WKH VSHFWUXP ,W
WKHUHIRUH VHHPV VRPHZKDW SUREOHPDWLF WR GHVFULEH WKLV DJUHHPHQW DV WKH
&RPPRQZHDOWK¶VFRQWULEXWLRQWRGLVDVWHUµPLWLJDWLRQ¶IXQGLQJ
$ SHUXVDO RI VWDWH LPSOHPHQWDWLRQ SODQV GHYHORSHG XQGHU WKH 1DWLRQDO 3DUWQHUVKLS
$JUHHPHQW RQ 1DWXUDO 'LVDVWHU 5HVLOLHQFH UHYHDOV WKDW DPRQJ RWKHU WKLQJV LW IXQGV
FRPPXQLW\UHVLOLHQFH$VLWLVDµUHVLOLHQFH¶DJUHHPHQWWKLVLVQRWVXUSULVLQJ,WLVKDUGWR
GHWHUPLQH E\ UHDGLQJ VWDWH LPSOHPHQWDWLRQ SODQV ZKDW DFWLYLWLHV DUH FODVVLILHG DV
µFRPPXQLW\ UHVLOLHQFH¶ EXW LW VHHPV HYLGHQW WKDW DZDUHQHVVUDLVLQJ VHOIUHOLDQFH DQG




VWDQGDUGV 7KH PDLQ LVVXH DURXQG WKLV ZDV WKH WLPHIUDPH QHHGHG WR FRQGXFW FRVW
EHQHILWDQDO\VLVSULRUWRREWDLQLQJDSSURYDO:KHQLQIUDVWUXFWXUHLVGDPDJHGLWQHHGVWR
EHUHVWRUHGDVVRRQDVSRVVLEOHDQGFDQQRWZDLWIRUVXFKSURFHVVHV6RPHVXJJHVWHG













SURSHUW\ OHYHO 7KH LQVXUDQFH LQGXVWU\ PD\ WKHUHIRUH KDYH OLPLWHG DELOLW\ WR IDFWRU LQ
FOLPDWHFKDQJHGXH WR ULVNV WKDW WKHSROLFLHVRI WKRVHFRPSDQLHV WKDWGRPD\EHFRPH
XQFRPSHWLWLYHFRPSDUHGZLWKFRPSDQLHVWKDWGRQ¶W+RZHYHUWKLVPHDQVWKHUHLVDULVN
WKDW LQVXUDQFH FRPSDQLHV PD\ EH KLW ZLWK LQFUHDVLQJ ORVVHV LI IORRG IUHTXHQF\ DQG
VHYHULW\ FKDQJHV ,I IORRG VWXGLHV LQFOXGH FOLPDWH FKDQJH ULVNV LW LV PRUH OLNHO\ WKDW
LQVXUHUVZLOOLQFRUSRUDWHWKHVHULVNV
7KHUH DUH RSSRUWXQLWLHV IRU QHZ LQVXUDQFH SURGXFWV WKDW VSHFLILFDOO\ DGGUHVV FOLPDWH
FKDQJH EXW WKHVH DUH QRW FXUUHQWO\ DYDLODEOH LQ $XVWUDOLD 6RPH VXFK DV D µOLIH
LQVXUDQFH¶VW\OHSROLF\WRDGGUHVVVHDOHYHOULVHZRXOGQHHGVLJQLILFDQWGHYHORSPHQWWR
JHWEH\RQGFRQFHSWVWDJH
7KHUH LV KRZHYHU VLJQLILFDQW SRWHQWLDO IRU WKH LQVXUDQFH LQGXVWU\ WR GHFUHDVH LWV
H[SRVXUH WR LQFUHDVLQJ IORRG GDPDJHV E\ EHFRPLQJ PRUH SURDFWLYH LQ PLWLJDWLRQ ,W
DOUHDG\ OREELHVJRYHUQPHQW WR LQFUHDVHIXQGLQJIRUPLWLJDWLRQ ,WKDVDOVRSXWSUHVVXUH
RQ LQGLYLGXDOFRPPXQLWLHV WR LPSURYHGHYHORSPHQWSODQQLQJDQGSXW LQSODFHVWUXFWXUDO
PLWLJDWLRQPHDVXUHVWRUHGXFHULVNRIIHULQJORZHUSUHPLXPVDVDQLQFHQWLYH,I LQVXUHUV
DUHWRGRWKLVRQDUHJXODUEDVLVWKH\ZLOOQHHGWREHYHU\FDUHIXODERXWWKHPHDVXUHV




$QRWKHU RSWLRQ EHLQJ FRQVLGHUHG LV D PRUH SURDFWLYH LQYROYHPHQW LQ WKH UHSDLU DQG
UHEXLOG SURFHVV ZKHQ SURSHUW\ LV GDPDJHG $V SDUW RI WKH DVVHVVPHQW SURFHVV
LPSURYHPHQWV WRSURSHUW\ WKDW FRVW QRH[WUDZRXOGDXWRPDWLFDOO\ EH LQFRUSRUDWHG DQG
WKHUHZRXOGEHSURYLVLRQRI LQIRUPDWLRQDQGDGYLFH WRFOLHQWVDERXW LPSURYHPHQWV WKDW
ZRXOGFRVWH[WUD
7KHUH LV DOVR SRWHQWLDO IRU DGGLWLRQDO LQVXUDQFH SURGXFWV VXFK DV H[WUD FRYHUDJH WKDW
ZRXOGHQDEOHLPSURYHGGHVLJQRIUHSDLUVDQGUHEXLOGVXVHRILPSURYHGPDWHULDOVRUWR
DVVLVWUHORFDWLRQLQWKHHYHQWRIDSURSHUW\EHLQJVLJQLILFDQWO\GDPDJHG7RHQDEOHWKLV±




WHUPH[SRVXUH WR IORRGGDPDJHZKLFKZRXOGEHRIEHQHILW IRUERWKFXUUHQWDQG IXWXUH
ULVNV
 &RQFOXVLRQ
$ EURDG DJUHHPHQW ZDV HYLGHQW IRU VRPH LVVXHV VXFK D VXSSRUW IRU LPSURYHG
GHYHORSPHQWSODQQLQJDVVHWDQGEXLOGLQJGHVLJQDQGWKHQHHGIRUDVLJQLILFDQWLQFUHDVH
LQ H[SHQGLWXUH RQ GLVDVWHU PLWLJDWLRQ DQG EHWWHUPHQW WR LQFUHDVH IXWXUH UHVLOLHQFH
3RWHQWLDOO\ LQVXUDQFH FRXOG IDFLOLWDWH WKH LPSOHPHQWDWLRQ RI ERWK PLWLJDWLRQ DQG
EHWWHUPHQWRILQGLYLGXDOSURSHUWLHVRUDWWKHFRPPXQLW\OHYHO&XUUHQWGLVDVWHUUHOLHIDQG




GURXJKW VFHQDULRV DV ZHOO DV IORRG ,QLWLDO LQGLFDWLRQV DUH WKDW WKLV LV D FRVWHIIHFWLYH
DSSURDFK EXW LW ZRXOG UHTXLUHPRUH FRPSOH[ DQG LQFOXVLYH SODQQLQJ RQ D FDWFKPHQW
VFDOH'XH WRJHQHUDO XQIDPLOLDULW\ZLWK WKLV DSSURDFKDQG WKH VFLHQFHXQGHUO\LQJ LW LW
ZRXOG DOVR UHTXLUH D ODUJH LQYHVWPHQW LQ HGXFDWLRQ )XQGLQJ HFRV\VWHP DSSURDFKHV











7KH SULPDU\ UHIHUHQFHV IRU &KLQD ZHUH VHOHFWHG E\ WKH UHVHDUFK WHDP DQG E\
FROODERUDWLQJUHVHDUFKHU3URIHVVRU*XDQJFKXQ/HLRI%HLMLQJ)RUHVWU\8QLYHUVLW\&KLQD
7KH UHIHUHQFHV VHOHFWHG IRFXV RQ IORRG FRQWURO LQ WKH <DQJW]H 5LYHU %DVLQ &KLQD¶V
ODUJHVW ULYHU EDVLQ ZKHUH LQQRYDWLYH SURJUDPV KDYH UHFHQWO\ EHHQ FDUULHG RXW WKDW





7KH&KLQHVHKDYHSHUKDSV WKH ORQJHVW UHFRUGVRI IORRGLQJ LQ WKHZRUOG2YHU WKHSDVW
\HDUVPRUH WKDQPDMRU IORRGLQJHYHQWVKDYHEHHQ UHFRUGHG LQ WKH<DQJW]H
5LYHU LQFOXGLQJ WKH IORRGLQJ GLVDVWHUV LQ       
DQG2IWKHVHWKHDQGIORRGHYHQWVPDUNHGUHFRUGKLJKGLVFKDUJH
UDWHV  PV DQG PV )ORRGLQJ LQ  NLOOHG PRUH WKDQ 
SHRSOH ZKHUHDV WKH  IORRGLQJ HYHQW FDXVHG WKH KLJKHVW HFRQRPLF ORVV  RI
&KLQD¶V*'3LQ
7KH IUHTXHQF\ RI IORRGLQJ LQ WKH <DQJ]WH 5LYHU KDV EHHQ LQFUHDVLQJ DQG WKH DQQXDO
PD[LPXPZDWHUOHYHOLVEHFRPLQJKLJKHUSDUWLFXODUO\LQLWVPLGGOHUHDFKHV=KDQJHWDO
  S $FFRUGLQJ WR:DQJ  IURP WKHPLGVHYHQWHHQWK FHQWXU\ WR HDUO\
WZHQWLHWKFHQWXU\WKH<DQJW]HIORRGHGDERXWRQFHDGHFDGH7KLVLQFUHDVHGWRRQFHLQ
HYHU\VL[\HDUVGXULQJ WKHILUVWKDOIRI WKH WZHQWLHWKFHQWXU\ DQGGXULQJ WKHVWKH
IUHTXHQF\ RI ODUJH IORRGV ZDV HYHU\ WZR \HDUV ,Q WKH V IORRG IUHTXHQF\ IXUWKHU
LQFUHDVHGFXOPLQDWLQJLQDPDMRUIORRGHYHQWLQ:DQJS
7UDGLWLRQDOO\ WKH &KLQHVH KDYH UHOLHG KLJKO\ RQ VWUXFWXUDO DSSURDFKHV WR PLWLJDWLQJ
IORRGV:KLOH WKLVFRQWLQXHV WREHRINH\ LPSRUWDQFHVRIWPHDVXUHVVXFKDV LPSURYHG
GHYHORSPHQW SODQQLQJ DQG ODQG PDQDJHPHQW KDYH EHFRPH LQFUHDVLQJO\ LPSRUWDQW LQ
IORRG PLWLJDWLRQ &RQVLGHUDEOH HIIRUW LV DOVR SXW LQWR IORRG SUHSDUDWLRQ VXFK DV IORRG
IRUHFDVWLQJZDUQLQJDQGLQIRUPDWLRQV\VWHPVWRVXSSRUWGHFLVLRQPDNLQJ=KDQJ
5HYLHZSURFHVV
7KH GLVDVWURXV  IORRGLQJ WULJJHUHG LQWHQVH SXEOLF GHEDWH RQ IORRG PDQDJHPHQW
VWUDWHJLHV 7KH  IORRGLQJ ODVWHG IRU RQH PRQWK ZKLFK ZDV IDU ORQJHU WKDQ DQ\
SUHYLRXV IORRGLQJ7KHGXUDWLRQRI WKHIORRGUHVSRQVHHIIRUW OHGE\WRSSROLWLFDO OHDGHUV
ZLWK SDUWLFLSDWLRQ RI ZKROH FRPPXQLWLHV SURYHG H[WUHPHO\ XVHIXO IRU FRQWHPSODWLQJ
IXWXUH VWUDWHJLHV $IWHU WKH IORRGLQJ GLIIHUHQW LQWHUHVW JURXSV DFDGHPLF VRFLHWLHV DQG
JRYHUQPHQW DJHQFLHV DV ZHOO DV WKH OHJLVODWLYH DXWKRULW\ DQG WKH 1DWLRQDO 3HRSOH¶V
&RQJUHVV FRQGXFWHG D VHULHV RI UHYLHZV RQ H[LVWLQJ IORRG FRQWURO VWUDWHJLHV
5HFRPPHQGDWLRQV IURP GLIIHUHQW PLQLVWULHV LQFOXGLQJ ZDWHU ODQG FDUH HQYLURQPHQW
IRUHVWU\ DJULFXOWXUH VFLHQFH DQG WHFKQRORJ\ HGXFDWLRQ GHYHORSPHQW DQG UHIRUP DV
ZHOO DV PHWHRURORJLFDO DGPLQLVWUDWLRQV DQG WKH &KLQHVH $FDGHP\ RI 6FLHQFHV ZHUH
VXEPLWWHGWRWKH6WDWH&RXQFLO7KLVOHGWRWKHGHYHORSPHQWRIWKHµ&KDUDFWHU3ROLF\¶
7KH SROLF\ SUHVHQWV DQ LQQRYDWLYH DSSURDFK WR IORRG PDQDJHPHQW WKDW LQFOXGHV
UHYHJHWDWLRQRI XSSHU FDWFKPHQWV DVZHOO DVD FRPELQDWLRQRI IORRGSODLQDQGZHWODQG








ZDV 86 ELOOLRQ  ELOOLRQ \XDQ IRU IORRGSODLQ PDQDJHPHQW DQG D SDFNDJH RI
86ELOOLRQ  ELOOLRQ \XDQ ZDV SURYLGHG IRU XSVWUHDP IRUHVW SURWHFWLRQ ORJJLQJ
EDQ DQG UHKDELOLWDWLRQ FRQYHUVLRQ RI VORSLQJ IDUP ODQG WR IRUHVWV *XDQJFKXQ /HL
SHUVFRP
&OLPDWHFKDQJH
&OLPDWH FKDQJH LV H[SHFWHG WR H[DFHUEDWH IORRGLQJ LQ WKH <DQJW]H 5LYHU %DVLQ :KLOH
DYHUDJH SUHFLSLWDWLRQ LV H[SHFWHG WR UHPDLQ WKH VDPH WKH YDULDELOLW\ EHWZHHQ \HDUV LV
H[SHFWHG WR LQFUHDVH UHVXOWLQJ LQJUHDWHU OLNHOLKRRGRI H[WUHPHZHDWKHUHYHQWV <XHW DO
 S  =KDQJ HW DO  SS± ::)&KLQD 3URJUDPPH 2IILFH 
*RYHUQPHQWRI&KLQDSS±±
8QGHUVWDQGLQJRIWKHULVNVRIFOLPDWHFKDQJHKDVEHHQJURZLQJLQ&KLQDDQGUHFHQWO\D
ODUJHVFDOH UHSRUW ZDV SURGXFHG IRU FOLPDWH FKDQJH DGDSWDWLRQ LQ WKH <DQJW]H 5LYHU
%DVLQ7KHUHSRUWLQYROYHGH[SHUWVIURPWKH&KLQHVH$FDGHP\RI6FLHQFHV&$6&KLQD
0HWHRURORJLFDO $GPLQLVWUDWLRQ DQG )XGDQ 8QLYHUVLW\ DV ZHOO DV ::)&KLQD DQG LW
RXWOLQHGNH\YXOQHUDELOLWLHVIRUWKH<DQJW]H5LYHU%DVLQDQGVWUDWHJLHVWRDGGUHVVWKHP
6WUDWHJLHV LQFOXGH UHGXFLQJ FRPPXQLW\ DQG LQIUDVWUXFWXUH YXOQHUDELOLW\ DGDSWLQJ
DJULFXOWXUDO V\VWHPV WKH SURPRWLRQ RI LQWHJUDWHG ULYHU EDVLQ PDQDJHPHQW ZHWODQG
UHVWRUDWLRQ SURWHFWLRQ RI QDWXUDO IRUHVWV DQG KHDGZDWHUV LQFOXGLQJ SHUPDIURVW DQG
JUDVVODQGV DQG ORZ FDUERQ GHYHORSPHQW ::)&KLQD 3URJUDPPH2IILFH  7KH
JRYHUQPHQW UHVSRQGHG WR WKH UHSRUW E\ UHYLHZLQJ QDWLRQDO PLWLJDWLRQ DQG DGDSWDWLRQ
VWUDWHJLHV 7KHPHDVXUHV SURPRWHG E\ WKH UHSRUW KDYHDOVR EHHQ LQFOXGHG DV FOLPDWH
FKDQJHDGDSWDWLRQPHDVXUHVLQ&KLQD¶V1DWLRQDO&OLPDWH&KDQJH3URJUDP*RYHUQPHQW
RI &KLQD  SS ± ± $ QHZ VWUDWHJ\ LQFOXGLQJ D IORRGPDQDJHPHQW
FRPSRQHQWLVH[SHFWHGWREHSURPXOJDWHGLQ*XDQJFKXQ/HLSHUVFRP
$UHFHQWVWXG\E\6KLHWDORQWKHFKDQQHOPRUSKRORJ\RIWKH<DQJW]HVXJJHVWV
WKDW DQ LQFUHDVH LQ IORRG GLVFKDUJHPD\ KDYH D GLVSURSRUWLRQDWH HIIHFW RQ IORRGLQJ LQ
VRPH DUHDV 7KH 7LDQMLD]KHQ UHDFK RI WKH PLGGOH <DQJW]H KDV DQ DUHD RI QDUURZ
FKDQQHOZLGWKZKLFKDOORZVIORRGVRIPV± WRFRPIRUWDEO\ IORZWKURXJKZLWKLQ
KRXUV+RZHYHULIWKHGLVFKDUJHLVJUHDWHUZDWHUEDFNVXSLQFUHDVLQJWKHGHSWKDQG
GXUDWLRQRISHDNIORRG OHYHOVXSVWUHDP'XULQJWKHIORRGV WKLVUHVXOWHG LQD IORRG
SHDN XSVWUHDP IURP WKH ERWWOHQHFN WKDW H[FHHGHG  GD\V LPSDFWLQJ RQ WKH GHQVHO\
SRSXODWHG FLWLHVRI:XKDQDQG-XLMLDQJ 6KL HWDO S 6KRXOGFOLPDWH FKDQJH






'DPEXLOGLQJ WR FRQWURO IORRGLQJ EHFDPH LQFUHDVLQJO\ LPSRUWDQW IURP WKH V XQGHU
0DRDQGUHFHQWSURMHFWVVXFKDVWKH*H]KRXED'DPDQGWKH7KUHH*RUJHV'DPDORQJ
ZLWK WHQVRI WKRXVDQGVRIRWKHUUHVHUYRLUVKDYHEHHQEXLOWSDUWO\ WRFRQWURO IORRGLQJRI
WKH <DQJW]H 7KH 7KUHH *RUJHV 'DP ZDV VXFFHVVIXO LQ FRQWUROOLQJ WKH  IORRGV
ZKLFKKDGDSHDNIORZRIPVFRQVLGHUDEO\ODUJHUWKDQPVLQWKH
IORRGV +RZHYHU VRPH DUH TXHVWLRQLQJ WKH GDP¶V ORQJWHUP HIIHFWLYHQHVV IRU IORRG
FRQWURO 7KH GDP LV RQO\ GHVLJQHG WR ZLWKVWDQG PV DQG LI WKH IORZ H[FHHGV
PVWKHVDIHW\RIWKHVWUXFWXUHZLOOEHDWULVN&KHQSS±5LVNVIRU
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
GDPPDQDJHPHQW DUH FRPSOH[ VLQFHPDQ\PDMRU GDPVKDYHEHHQEXLOW XSVWUHDPRI
7KUHH*RUJHV'DPSULPDULO\IRUK\GURSRZHUJHQHUDWLRQ*XDQJFKXQ/HLSHUVFRP











 SS   /HYHHV JHQHUDOO\ DUH VXIILFLHQW WR DFFRPPRGDWH IORRGV RI D  WR
\HDU IUHTXHQF\ +RZHYHU ODUJHU IORRGV QHHG WR EH GLYHUWHG WR GHWHQWLRQ EDVLQV
:DQJ  ,Q WKH FDVH RI VHYHUH IORRGV OHYHHV RI XQJDWHG GHWHQWLRQ EDVLQV DUH
VRPHWLPHV EORZQ XS WR OHW LQ ZDWHU WR SUHYHQWPRUH FDWDVWURSKLF IORRGLQJ HOVHZKHUH
7KLVLVDODVWUHVRUWDVGXHWRSRSXODWLRQSUHVVXUHVGHWHQWLRQEDVLQVDUHLQKDELWHGDQG




/HYHHV KDYH FDXVHG VHYHUDO SUREOHPV LQ &KLQD 7KH\ UHVWULFW ULYHU FKDQQHO FDSDFLW\
WKHUHE\FDXVLQJKLJKHUIORRGOHYHOVWKH\DOVRLQFUHDVHVLOWDWLRQRIWKHIORRGSODLQDQGULYHU
FKDQQHOVZLWKLQ WKH OHYHHV <LQ	 /L  S  =KDQJ HW DO  S 7KHVH




OHYHHFXW WKHFRQQHFWLYLW\EHWZHHQWKH<DQJW]HDQGVRPHRI LWV ODNHV)RXUJDSVKDYH
VLQFHIRUPHGHQDEOLQJGLVFKDUJHVRXWKLQWR'RQJWLQJ/DNH<LQ	/LS2YHU
IRXU FHQWXULHV WKH OHYHH KDV UHVWULFWHG WKH DUHD DYDLODEOH IRUZDWHU WR VSUHDG DQG IRU
VHGLPHQW WR EH GHSRVLWHG UHVXOWLQJ LQ WKH VRXWKHUQ IORRGSODLQ EHLQJ VHYHUDO PHWUHV
KLJKHU WKDQ WKH QRUWKHUQ SODLQ ,W KDV DOVR LQFUHDVHG VLOWDWLRQ RI 'RQJWLQJ /DNH WKH
ULYHUEHG DQG EDQNV UHGXFLQJ WKHLU ZDWHUKROGLQJ DQG GLVFKDUJH FDSDFLW\ 7KH




,QFUHDVLQJ IORRG IUHTXHQF\ LQ WKH <DQJW]H 5LYHU %DVLQ KDV EHHQ DWWULEXWHG ODUJHO\ WR
LQDSSURSULDWH ODQGPDQDJHPHQWDV LWZDVREVHUYHG WKDW WKH IORRGGLVFKDUJHRI WKH
IORRGVZDVORZHUWKDQWKHIORRGZKLOHWKHSHDNZDWHUOHYHOZDVKLJKHU<LQ	/L
S5HFHQWODQGXVHSUDFWLFHVVXFKDVGHIRUHVWDWLRQODQGUHFODPDWLRQDQGVWUXFWXUDO
IORRG SURWHFWLRQ PHDVXUHV VXFK DV OHYHHV KDYH DOO LQFUHDVHG &KLQD¶V YXOQHUDELOLW\ WR
IORRGLQJ$FFRUGLQJWR=KDQJODNHVDORQJWKH<DQJW]H5LYHUKDYHEHHQHOLPLQDWHGLQ
WKHSDVW\HDUVE\ODQGUHFODPDWLRQHQRUPRXVO\UHGXFLQJWKHDELOLW\RIWKHULYHUEDVLQWR
VWRUHDQG UHWDLQ IORRGVDQG LQFUHDVLQJ WKH IORRG IORZ LQ WKH ULYHUFKDQQHOV7KLVKDVEHHQ
GULYHQE\SRSXODWLRQSUHVVXUHDQGHFRQRPLFJURZWK=KDQJS





PDMRU VWUHQJWKHQLQJ RI IORRG PLWLJDWLRQ PHDVXUHV LQFOXGLQJ SROLF\ OHJLVODWLRQ DQG SXEOLF








'HIRUHVWDWLRQ FDXVHG E\ ORJJLQJ DQG FRQYHUVLRQ RI IRUHVWV IRU DJULFXOWXUH DQG
RYHUJUD]LQJKDVUHGXFHGWKHZDWHUUHWDLQLQJFDSDFLW\RIWKHVRLODQGLQFUHDVHGHURVLRQ
OHDGLQJ WR VHGLPHQWDWLRQ GRZQVWUHDP DQG GHJUDGDWLRQ RI K\GURHOHFWULF DQG LUULJDWLRQ
VFKHPHV:DQJSS±3LWWRFN	;XS<LQ	/LS7KHVH
SUREOHPV DUH SDUWLFXODUO\ VLJQLILFDQW LQ WKH XSSHU UHDFKHV 'HIRUHVWDWLRQ FDQ DOVR EH
UHVSRQVLEOHIRUIDWDOPXGVOLGHV±IRUH[DPSOHLQWKH<DQJW]HIORRGV&KHQ
(URVLRQ LQ WKHXSSHU FDWFKPHQWFDXVHVVLOWDWLRQRI ULYHUEHGVDQG ODNHV UHGXFLQJ WKHLU
FDSDFLW\WRVWRUHZDWHU<LQDQG/LUHSRUWDVWURQJFRUUHODWLRQEHWZHHQYHJHWDWLRQ




RI FXUUHQW UDWHV$W DURXQG%3KXPDQDFWLYLWLHV VXFKDVGHIRUHVWDWLRQDQG
DJULFXOWXUHFDXVHGGUDPDWLFLQFUHDVHVLQVHGLPHQWGLVFKDUJH6DLWRHWDO
'HIRUHVWDWLRQ LQ WKH XSSHU DQGPLGGOH UHDFKHV RI WKH ULYHUV DQGSODWHDX UHJLRQV DQG
ORVVRI IORRGSODLQZHWODQGVH[DFHUEDWHVHURVLRQDQG IORRGLQJDQGDOVR UHGXFHVZDWHU
TXDOLW\7DEOHVKRZV WKH LPSDFWVRI IORRGLQJ LQ WKH<DQJW]H5LYHUFDWFKPHQWVLQFH
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V EXW WKLV VWUDWHJ\ZDVDEDQGRQHG LQ WKH V'HVSLWH WKLV VPDOOVFDOH LOOHJDO
UHFODPDWLRQRFFXUVIURPWLPHWRWLPH*XDQJFKXQ/HLSHUVFRP

7KH &KLQHVH JRYHUQPHQW KDV DGGUHVVHG WKHVH ODQG PDQDJHPHQW SUREOHPV E\ D
FRPELQDWLRQRIHFRV\VWHPDQGVWUXFWXUDOPHDVXUHV7RUHGXFHHURVLRQH[LVWLQJIRUHVWV
KDYHEHHQSURWHFWHGE\DEDQRQORJJLQJDQGWUHHVKDYHEHHQUHSODQWHGSDUWLFXODUO\RQ
VWHHS DJULFXOWXUDO ODQGV $ \HDU VDQG FRQWURO SURJUDP ± DLPV WR FRQYHUW
KDRIIDUPODQGEDFNLQWRIRUHVWDQGJUDVVODQGDQGWRUHDIIRUHVWPLOOLRQKDRI
ZDVWHODQG:DQJS2QLVKLHWDOS3LWWRFN	;X=KDQJHWDO
 S  $V ZHOO DV KDYLQJ WKH HIIHFW RI SUHYHQWLQJ HURVLRQ VLOW LV UHPRYHG E\
GUHGJLQJ ULYHUEHGVDQGFKDQQHOFDSDFLW\ LVHQODUJHG WR LQFUHDVH WKHYROXPHRIZDWHU
ULYHUVFDQKROG2QLVKLHWDOS:DQJ
:KLOHVWUHQJWKHQLQJRINH\ OHYHHV LVDQ LPSRUWDQWPHDVXUH IRU IORRGFRQWURO LPSURYHG
ODQGPDQDJHPHQWKDVEHFRPHDNH\PHDVXUHWRPLWLJDWHIORRGV6LQFHWKHIORRGV
WKHUH KDV EHHQ LQFUHDVHG UHJXODWLRQ RI SROGHUV DQG UHWDUGLQJ EDVLQV KDV LQFUHDVHG
,QDSSURSULDWH RIWHQ LOOHJDO G\NHV KDYH EHHQ UHPRYHG DQG SHRSOH UHORFDWHG WR VDIHU
DUHDV2QLVKLHWDOS
$VZHOODVUHPRYDORISROGHUVWRUHWXUQODQGWRWKHULYHUV\VWHPDQRWKHUVWUDWHJ\WKDWKDV
EHHQ XVHG LQ D QXPEHU RI <DQJW]H ODNHV GHPRQVWUDWLRQ SURMHFWV LV WKH UHRSHQLQJ RI
VOXLFH JDWHV WR UHFRQQHFW IORRGSODLQ ZHWODQGV WR WKH ULYHU UHPLQLVFHQW RI WKH 'XWFK
'HOWDFRPPLVVLH¶V µFORVDEOHRSHQ¶VOXLFHVWUDWHJ\ WRUHVWRUHHVWXDULHV7KLV LVDIOH[LEOH
DSSURDFKHQDEOLQJVOXLFHVWREHFORVHGIRUIORRGSURWHFWLRQRQFHIORRGVWRUDJHFDSDFLW\
ZLWKLQ WKH OHYHHV KDV EHHQ UHDFKHG 7KH EHQHILWV RI RSHQLQJ VOXLFHV KDYH LQFOXGHG














DQG ULYHUVEHWZHHQDQG LQFUHDVLQJ IORRGVWRUDJHFDSDFLW\E\ELOOLRQP
2QLVKLHWDOS
7KHUH LV D FRPSHQVDWLRQ VFKHPH KRZHYHU DFFRUGLQJ WR 2QLVKL DIWHU &KHQJ WKH
VFKHPHLVQRWIXOO\HVWDEOLVKHGDQGKDVQRWEHHQVDWLVIDFWRU\DVVXFFHVVIXO UHORFDWLRQ





/DQG PDQDJHPHQW DQG IORRGSODLQUHVWRUDWLRQ PHDVXUHV KDYH EHHQ HQDEOHG E\ SROLF\
DQG OHJLVODWLYH FKDQJHVDW FHQWUDO JRYHUQPHQW OHYHO 5HOHYDQW ODZV LQFOXGH WKH:DWHU
/DZUHYLVHGWKH/DZRI6RLODQG:DWHU&RQVHUYDWLRQDQGWKH)ORRG
&RQWURO/DZ7KHSURYLVLRQVRIWKHVHODZVDUHRXWOLQHGE\/DQJDQG=KDQJ
 7KH\ JRYHUQ DVSHFWV VXFK DV FXOWLYDWLRQ SUDFWLFHV HJ WHUUDFLQJ VHGLPHQW
WUDSV QRW FXOWLYDWLQJ VWHHS VORSHV DIIRUHVWDWLRQ ILQDQFLDO LQFHQWLYHV ZDWHU TXDOLW\
UHYHUVDO RI ODQG UHFODPDWLRQ ODQG ]RQLQJ WR LQFOXGH DUHDV UHVHUYHG IRU IORRG FRQWURO
ZKHUHGHYHORSPHQW LVQRWSHUPLWWHG LPSDFWDVVHVVPHQWRIGHYHORSPHQWSURSRVHG IRU
IORRG SURQH DUHDV LQWHJUDWHG ZDWHU UHVRXUFH PDQDJHPHQW DQG WKH VSHFLILFDWLRQ RI
UHVSRQVLELOLWLHVRIJRYHUQPHQWDQGFLWL]HQVLQIORRGFRQWURO:KLOHWKHVHQDWLRQDOODZVDUH




SHQDOWLHVZHUH LQVXIILFLHQW WR SUHYHQW LOOHJDO DFWLYLWLHV /DQJ 2QLVKL HW DO 
)ROORZLQJWKHIORRGVFHQWUDOJRYHUQPHQWHQIRUFHPHQWRIHQYLURQPHQWDOUHJXODWLRQV
UHODWLQJ WR IORRGPLWLJDWLRQ EHFDPHPXFK VWURQJHU6XSSRUWLQJ WKH)ORRG&RQWURO /DZ
WKH&KDUDFWHU3ROLF\ZDV LQWURGXFHGWREH LPSOHPHQWHGRYHUD\HDUSHULRG7KH
JRYHUQPHQWKDVQRWRQO\ LQFUHDVHGVWDII WRPRQLWRU LPSOHPHQWDWLRQDQGYLRODWLRQVEXW
KDVDOVRSURYLGHGVXEVLGLHVIRUODQGPDQDJHPHQWWUDQVLWLRQV/DQJSS±
7KHVXEVLGLHVDUHDIRUPRI3D\PHQWIRU(FRORJLFDO6HUYLFHV3(6VFKHPH7KHUHKDYH
EHHQ FRQFHUQV WKDW SD\PHQWV WR WKRVH PDQDJLQJ QDWXUDO HFRV\VWHPV DUH ORZHU WKDQ
WKRVH IRU ODQGV EHLQJ UHVWRUHG DQG WKH OLPLWHG WLPHIUDPH IRU SD\PHQWV PHDQV WKDW
LPSURYHGPDQDJHPHQWRYHUWKHORQJHUWHUPPD\QRWEHVXVWDLQHG3LWWRFN	;X
S 1HYHUWKHOHVV LQLWLDO LQGLFDWLRQV DUH WKDW LPSOHPHQWDWLRQ RI IORRG SROLFLHV DUH
VXFFHVVIXOLQLQFUHDVLQJYHJHWDWLRQFRYHUDQGUHVWRULQJWKHDFWLYHIORRGSODLQ










GHYHORSPHQW 'HFHQWUDOLVDWLRQ KDV PDGH LW KDUG WR HQIRUFH QDWLRQDO HQYLURQPHQWDO
SURWHFWLRQODZVVXFKDVWKHORJJLQJEDQDQGUHDIIRUHVWDWLRQRIKLOOVLGHVWRPLWLJDWHIORRGV
$FFRUGLQJ WR /DQJ QDWLRQDO ODZV WKDW UHGXFH HPSOR\PHQW RU UHYHQXH DUH LJQRUHG RU
HYDGHG DW WKH SURYLQFLDO RU FRXQW\ OHYHO LI QRW VWURQJO\ HQIRUFHG /DQJ  7KXV
ZRUNLQJZLWKORFDOLQWHUHVWVKHOSVWRHQVXUHFRRSHUDWLRQ
&RPSOHPHQWLQJLWVOHJLVODWLYHPHDVXUHVWKH&KLQHVHJRYHUQPHQWDGRSWHGDQLQWHJUDWHG




7KH,:50DSSURDFKZDVXVHG LQWZR LQQRYDWLYHSURJUDPVWR LPSURYHPDQDJHPHQWRI
<DQJW]H ODNHV /HG E\ ::) WKHVH SURJUDPV DFKLHYHG ZLGH VXSSRUW IURP GLIIHUHQW
OHYHOV DQG VHFWRUV RI &KLQHVH JRYHUQPHQW ZLWK GRQRUV LQFOXGLQJ +6%& DQG ORFDO
SHRSOH 3LORW VLWHV ZHUH HVWDEOLVKHG DW 'RQJWLQJ /DNH RQH RI WKH WZR ODNHV QDWXUDOO\
FRQQHFWHGZLWK WKH<DQJW]H'HPRQVWUDWLRQVLWHV WKDW UHVWRUHGVHDVRQDO OLQNDJHVZLWK
WKH ULYHU ZHUH DOVR HVWDEOLVKHG DW D QXPEHU RI ODNHV WKDW KDG EHHQ FXW RII IURP WKH
<DQJW]HE\GDPVDQGG\NHV<XHWDO3LWWRFN	<X
7KH SURJUDPVZRUNHGZLWK ORFDO FRPPXQLWLHV DQGJRYHUQPHQWV WR HQVXUH WKDW SHRSOH
EHQHILWHG IURP WKH FKDQJHV LQ IORRGSODLQ PDQDJHPHQW 7UDQVLWLRQ VXEVLGLHV IRU
H[DPSOH WKH *UDLQ IRU *UHHQ VFKHPH IURP FHQWUDO JRYHUQPHQW DOORZHG LPPHGLDWH
EHQHILWV IRU IDUPHUV HQDEOLQJ WKHP WR GLVFRQWLQXH KDUPIXO SUDFWLFHV $OWHUQDWLYH
OLYHOLKRRGVZHUHGHYHORSHGWKDWUHVXOWHGLQKLJKHULQFRPHVZLWKDPRUHGLYHUVHEDVH,Q
VRPH FDVHV DQQXDO LQFRPH LQFUHDVHG E\ RYHU  %HVLGHV UHGXFHG IORRG ULVN
EHQHILWV LQFOXGHG UHGXFHG H[SRVXUH WR VKLVWRVRPDVLV LQFUHDVHG ZLOG ILVK FDWFK




/RFDO DQG SURYLQFLDO JRYHUQPHQWV KDYH UHFRJQLVHG WKH EHQHILWV WR ORFDO FRPPXQLWLHV
DQG WKH SURJUDPV UHSRUWHGO\ KDYH LQVSLUHG ZLGHVSUHDG ZHWODQG UHVWRUDWLRQ DQG
GHYHORSPHQWRIQHZZHWODQGSROLFLHVDQG UHJXODWLRQV7KHVXFFHVVRI WKHSURJUDPV LV




&KLQD¶V UHFHQW VWUDWHJLHV IRU IORRG PLWLJDWLRQ DUH UHPDUNDEOH IRU WKHLU HPSKDVLV RQ
HQYLURQPHQWDOSURWHFWLRQPHDVXUHV7KHVHDUH µQR UHJUHWV¶PHDVXUHV WKDW LPSURYH WKH
UHVLOLHQFHRIWKHHQWLUHEDVLQV\VWHPWRZLWKVWDQGIORRGV7KHVWUDWHJ\IRUIORRGFRQWUROLQ
&KLQD LQGHHGVHHPV WREHFKDQJLQJ IURP µNHHSLQJ WKH IORRGDZD\¶ WR µJLYLQJ WKH IORRG
ZD\¶<LQ	/LS
7KH &KLQHVH WDNH D ZKROHV\VWHPV DSSURDFK TXLWH GLIIHUHQW IURP $XVWUDOLD¶V PRUH
LQVXODU DVVHVVPHQW RI IORRG ULVN WKDW GRHVQ¶W XVXDOO\ JR EH\RQG WKH LQGLYLGXDO WRZQRU




ZHWODQGV DUH FXW RII IURP ULYHUV E\ OHYHHV MXVW DV WKH\ DUH LQ&KLQD 7KHVH DUH ERWK
DVSHFWVWKDWZHUHLGHQWLILHGE\VRPH$XVWUDOLDQLQWHUYLHZSDUWLFLSDQWVDVUHTXLULQJPRUH
DWWHQWLRQ
7KHUH LV JUHDW SRWHQWLDO IRU $XVWUDOLD WR H[SORUH DPRUH LQWHJUDWHG EDVLQ DSSURDFK WR
IORRG FRQWURO LQFOXGLQJ WKH FRQVLGHUDWLRQ RI YHJHWDWLRQ DQG ZHWODQG UHVWRUDWLRQ 7KH
LPSRUWDQFHRIZRUNLQJZLWKSHRSOHDQGHQVXULQJWKDWWKRVHDIIHFWHGE\FKDQJHVEHQHILW
LV DJDLQ UHLQIRUFHG E\ WKH &KLQHVH H[DPSOH 3D\PHQW IRU (FRORJLFDO 6HUYLFHV WR
FRPSHQVDWH ODQG RZQHUV IRU HPSOR\LQJ FRPSDWLEOH ODQG PDQDJHPHQW SUDFWLFHV WR
PLWLJDWHIORRGLVZRUWKH[SORULQJ
4XLFNUHORFDWLRQRQWKHVFDOHWKDW&KLQDKDVXQGHUWDNHQLVOHVVOLNHO\LQFRXQWULHVZLWKRXW
VXFK D FHQWUDOLVHG JRYHUQPHQW %\ ZD\ RI FRQWUDVW ZLWK &KLQD WKH FRPSXOVRU\
GHPROLVKLQJ DQG UHORFDWLRQ RI UHVLGHQWLDO KRXVHV DW /HQW QHDU 1LMHPHJHQ LQ WKH
1HWKHUODQGVWRRNDWOHDVW\HDUVWRDFKLHYH1LMVVHQ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
,Q $XVWUDOLD DGHTXDWH GHYHORSPHQW FRQWUROV WKDW RQO\ DOORZ IORRGFRPSDWLEOH
GHYHORSPHQW LQDWULVNDUHDV WHQG WREHDKLJKHUDQGPRUHFRVWHIIHFWLYH LQLWLDOSULRULW\
WKDQUHORFDWLRQ5HORFDWLRQLVJHQHUDOO\WKRXJKQRWDOZD\VDFKLHYHGWKURXJKYROXQWDU\
SURJUDPV ± IRU H[DPSOH LQ DUHDV VXVFHSWLEOH WR IUHTXHQW IORRGLQJ RU LQ SODFHV WKDW
VXIIHUHG VXEVWDQWLDO GHDWKV DV DW *UDQWKDP 7R DFKLHYH UHORFDWLRQ FRVWHIIHFWLYH
PHWKRGV WR UHORFDWH FRPPXQLWLHV RU LQGLYLGXDOV PRVW DW ULVN QHHG WR EH LGHQWLILHG
















D H[SHFWHGVHD OHYHO ULVH WKH LQWHUDFWLRQEHWZHHQWKDWULVHDQGWKH






G WR LQGLFDWH WKH DGGLWLRQDO YDOXH WR VRFLHW\ RI VXFK VWUDWHJLHV LQ
DGGLWLRQWRWKHVDIHW\RIWKHKLQWHUODQGLQERWKWKHVKRUWDQGORQJ
WHUP'HOWDFRPLVVLH
7KH WHUPV RI UHIHUHQFH DUH H[SDQGHG XSRQ LQ D WZRSDJH H[SODQDWRU\ QRWH WKDW
HPSKDVLVHV WKH GULYLQJ WKUHDW RI FOLPDWH FKDQJH ,W GLUHFWV WKH &RPPLWWHH WR LGHQWLI\
IXWXUHRSSRUWXQLWLHVDVZHOODVWKUHDWVWRFRQVLGHUWHPSRUDODQGVSDWLDOHIIHFWVRIRSWLRQV
RQ WKHHQYLURQPHQW WRFRQVLGHU LQWHUDFWLRQVEHWZHHQFRDVWDQG ULYHUVDQG WR WDNHDQ
LQWHUVHFWRULDO DSSURDFK 7KHUH LV DQ HPSKDVLV RQ LQQRYDWLYH PHDVXUHV µFUHDWLYLW\
LPDJLQDWLRQDQGWKHDELOLW\WRWKLQNRXWVLGHH[LVWLQJFRQWH[WV¶SS±













VDIHW\ H[SHUW7KH&RPPLWWHHZDV FKDLUHG E\3URIHVVRU&39HHUPDQ D VSHFLDOLVW LQ













7KHVH UHSRUWV GLVFXVV VRPH VLJQLILFDQW IORRG SURJUDPV DQG SROLF\ DSSURDFKHV EHLQJ




LPSOHPHQWDWLRQ E\ WKH 'HOWDFRPPLVVLH  UHYLHZ 7KH WKLUG LV D ULYHU UHVWRUDWLRQ
SURMHFW RQ WKH 5HJJH5LYHU WKDW ZDV LQLWLDWHG LQ  DQG LV GXH WR EH FRPSOHWHG LQ
7KHLPSOHPHQWDWLRQRIWKHSURMHFWZDVUHFHQWO\WKHVXEMHFWRIDGHWDLOHGVWXG\
 6LPLODULWLHVWR$XVWUDOLDQUHYLHZV
:KLOH WKHUHDUHPDQ\IORRGUHODWHG LVVXHV LQFRPPRQZLWK$XVWUDOLDJHQHUDOO\ WKHUH LV
OLWWOH VLPLODULW\ LQ WKH DSSURDFKHV WDNHQ WR DGGUHVV WKHP 6RPH RYHUODS RFFXUV LQ
PHDVXUHV VXFK DV DPHQGPHQW RI DGPLQLVWUDWLYH LQVWLWXWLRQDO OHJLVODWLYH DQG
PDQDJHPHQWDUUDQJHPHQWVDVZHOODVDGHTXDWHUHVRXUFLQJ5HVSRQVHPHDVXUHVVXFK
DVZDUQLQJV\VWHPVDQGHYDFXDWLRQDUH LPSRUWDQWEXWWHQGWREHJLYHQ OHVVHPSKDVLV
WKDQ PRUH SUHYHQWDWLYH PHDVXUHV 6SDWLDO SODQQLQJ LV DQ DUHD WKDW UHFHLYHV PXFK
DWWHQWLRQ DQG FRPPXQLW\ SDUWLFLSDWLRQ LV DOVR VHHQ DV H[WUHPHO\ LPSRUWDQW WKRXJK
SULPDULO\LQSUHYHQWLRQPLWLJDWLRQ
6LPLODU WR $XVWUDOLDQ UHYLHZV WKH 'HOWDFRPPLVVLH S  DQG WKH :DWHU 3ROLF\
S UHFRJQLVH WKH QHHG IRU GHILQHG UROHV UHVSRQVLELOLWLHV DQG DXWKRULW\ 7KH
'HOWDFRPPLVVLH SURSRVHV OHJLVODWLYH DQG DGPLQLVWUDWLYH DUUDQJHPHQWV WR DFKLHYH LWV
UHFRPPHQGDWLRQVLQFOXGLQJD'HOWD$FWD'HOWD3URJUDPPHDQGQDWLRQDODQGUHJLRQDO
ERGLHV WRHQVXUH LPSOHPHQWDWLRQ&XUUHQW DXGLW VWDQGDUGVDQGPHWKRGRORJ\DUH IRXQG
ZDQWLQJLQG\NHPDLQWHQDQFHSURJUDPVDQGUHYLVHGSURFHVVHVSURSRVHGSS±7KH
UHSRUW UHFRPPHQGV D GHGLFDWHG IXQGLQJ VRXUFH LVRODWHG IURP QRUPDO EXGJHWDU\
SURFHVVHV LQWKHIRUPRID'HOWD)XQGWRHQVXUHIXQGLQJ LVQRWDFRQVWUDLQWXVLQJJDV
UHYHQXHVDQGJRYHUQPHQWERQGV SS±/HJLVODWLRQ WRTXDUDQWLQH IXQGVHQVXUHV
SDUWLVDQSROLWLFVGRQRWFRPSURPLVHIORRGVHFXULW\
7KH5HJJH5LYHUUHVWRUDWLRQSURMHFWUHSRUWKLJKOLJKWVWKHYXOQHUDELOLW\RIFRPSOH[PXOWL
VHFWRULDO SURMHFWV WR FKDQJHV LQ QDWLRQDO SROLFLHV RU UHJLRQDO DGPLQLVWUDWLYH
DUUDQJHPHQWV 5HVWULFWLRQV RQ RUJDQLVDWLRQDO H[SHQGLWXUH KDYH UHFHQWO\ EHHQ
LQWURGXFHGPHDQLQJ WKDWDFWLYLWLHVFDQRQO\EH IXQGHG LI WKH\KDYHGLUHFW UHOHYDQFH WR
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
WKHLU VHFWRU 7KLV KDV UHVXOWHG LQ DPRUH VLORHG DSSURDFK WKDW LV QRW FRPSDWLEOH ZLWK
LQWHJUDWHG DQG PXOWLIXQFWLRQDO ODQGXVH SURMHFWV SS  ±  7KLV LV
UHPLQLVFHQW RI LVVXHVZLWK 9LFWRULD¶V GLVDVWHUPDQDJHPHQW IUDPHZRUN ZKHUH D VLORHG
DSSURDFKZDVQRWDSSURSULDWHIRUWKHFURVVVHFWRULDOQDWXUHRIWKHWDVN
7KH SUHVVXUH IRU VSDFH KDV UHVXOWHG LQ FRPSHWLWLRQ IRU 'XWFK ODQG EHWZHHQ GLIIHUHQW
VHFWRUVIRUUHVLGHQWLDODJULFXOWXUDOLQGXVWULDODQGLQIUDVWUXFWXUHXVHV7KHDPRXQWRIODQG
DYDLODEOH IRU ZDWHU DQG QDWXUH H[FOXGLQJ IRUHVW DQG ZRRGODQG GHFUHDVHG PDUNHGO\
EHWZHHQ  DQG  E\  DQG  UHVSHFWLYHO\ ZKLOH DJULFXOWXUDO ODQG DUHD
GHFUHDVHGE\DSSUR[LPDWHO\'H%RHU	%UHVVHUVS
(YHQWKRXJK$XVWUDOLDKDVIHZHUSRSXODWLRQSUHVVXUHVWKDQWKH1HWKHUODQGV$XVWUDOLDQ
XUEDQ FHQWUHV H[SHULHQFH VLJQLILFDQW VSDFH SUHVVXUHV UHVXOWLQJ LQ FRQFHUQV WKDW
IORRGSODLQ ODQG QRW EH µVWHULOLVHG¶ RU XQQHFHVVDULO\ PDGH XQDYDLODEOH IRU XVH 16:
*RYHUQPHQW  ,Q WKH 1HWKHUODQGV WKHUH LV D VLPLODU FRQFHUQ QRW WR SURKLELW
GHYHORSPHQWRQIORRGSURQHODQG7KH'HOWDFRPPLVVLHZKLOHGLVFRXUDJLQJGHYHORSPHQW
RQ VXFK ODQG UHFRJQLVHV VSDFH VFDUFLW\ DQG WDNHV WKH YLHZ WKDW SURYLGLQJ ULYHU
GLVFKDUJHFDSDFLW\ LVQRW LPSHGHGDQGSURYLGLQJWKHDELOLW\ WR LQFUHDVHOHYHOVRIZDWHU
VWRUDJHV LV UHWDLQHGIORRGSODLQGHYHORSPHQWFRXOG WDNHSODFHXVLQJ LQQRYDWLYHEXLOGLQJ
GHVLJQ DPHQGPHQW RI EXLOGLQJ UHJXODWLRQV DQG VWUXFWXUDO PHDVXUHV SS   
3RVVLEOH EXLOGLQJ GHVLJQ PHDVXUHV LQFOXGH KRXVHV RQ IORDWLQJ SODWIRUPV KRXVHV RQ
VWLOWV XVH RI ZDWHUSURRI PDWHULDOV LI IORRGLQJ LV VKDOORZ EXW IUHTXHQW DQG WKH XVH RI
DUWLILFLDOPRXQGVLQDUHDVZLWKOLWWOHIORZ7KHVHDUWLILFLDOGZHOOLQJPRXQGVRUµWHUSV¶KDYH
EHHQXVHGLQWKH1HWKHUODQGVDVGHIHQFHDJDLQVWIORRGLQJVLQFHWKH0LGGOH$JHV7KLV
PHDVXUH LVEHLQJUHLQWURGXFHG LQVRPHDUHDVWKDWDUHEHLQJGHSROGHUHGDVSDUWRI WKH
µ5RRP IRU WKH 5LYHU¶ SURJUDP UHYHUVLQJ ODQG UHFODPDWLRQ PHDVXUHV 5HORFDWLQJ
EXVLQHVVHV DQG KRPHV WRPRXQGV HQDEOHV SHRSOH WR FRQWLQXH WR OLYH LQ WKHVH DUHDV
'XWFK*RYHUQPHQWQGD






7KH µZDWHU WHVW¶ DSSOLHV WR DOO PDQQHU RI VSDWLDO SODQQLQJ GHFLVLRQV
LQFOXGLQJ DPHQGPHQWV WR ]RQLQJ SODQV UHJLRQDO SODQV QHZ SODQV IRU
LQIUDVWUXFWXUHUHVLGHQWLDOFRQVWUXFWLRQEXVLQHVVSDUNVDQGUHGHYHORSPHQW
SODQVLQXUEDQDQGUXUDODUHDV7KHµZDWHUWHVW¶DOORZVWKHFRQVHTXHQFHV
IRU VDIHW\ DQG ZDWHUUHODWHG SUREOHPV WR EH DVVHVVHG LQ UHODWLRQ WR WKH






FDVH RI 9LFWRULD WKH JRYHUQPHQW KDV FKRVHQ WKH RSSRVLWH DSSURDFK DQG LV UHPRYLQJ
DVVHVVPHQWSRZHUVIURPFDWFKPHQWDXWKRULWLHV&RPULH5\DQ
:KLOH WKH 'XWFK JRYHUQPHQW GRHV QRW SURKLELW GHYHORSPHQW RQ IORRGSURQH ODQG
'HOWDFRPPLVVLHSS± LW LVPXFK OHVVZLOOLQJWRVXEVLGLVHWKHFRQVHTXHQFHV
WKDQ WKH $XVWUDOLDQ JRYHUQPHQW KDV EHHQ 7KH 'XWFK JRYHUQPHQW VHHV LWV UROH LQ
PDQDJLQJ IORRGSODLQ GHYHORSPHQW RXWVLGH G\NHG DUHDV DV µ>WR@ LQIRUP DGYLVH DODUP
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DQG LI QHFHVVDU\ HYDFXDWH DQG >WR@ LPSRVH EXLOGLQJ UHTXLUHPHQWV¶ 7KH FRVWV RI
FRQVWUXFWLRQ DQG PDLQWHQDQFH RI SURWHFWLYH PHDVXUHV DV ZHOO DV WKH FRVWV RI IORRG
GDPDJHDQGUHFRQVWUXFWLRQDUHWREHERUQHE\UHVLGHQWVDQGXVHUVZKREHQHILWDQGQRW
SDVVHGRQ WRGLIIHUHQW DGPLQLVWUDWLYH OHYHOVRU VRFLHW\ LQJHQHUDO 'HOWDFRPPLVVLH SS
±+RZHYHUWKHJRYHUQPHQWLVVXEMHFWWRFRPSHQVDWLRQFODLPVUHVXOWLQJIURPIORRG
GDPDJH WR DUHDV ZLWKLQ G\NHV ZKHUH VDIHW\ OHYHOV DSSO\ 'XWFK *RYHUQPHQW 
S
7KHLVVXHRI LQVXUDQFHDULVHVLQVRPHGRFXPHQWVZLWKDJRYHUQPHQWWDVNIRUFHVHWXS
WR LQYHVWLJDWH µWKH LPSRVVLELOLW\ RI LQVXUDQFH FRYHUDJH IRUZHDWKHU VHQVLWLYH VHFWRUV¶
7KH WDVNIRUFH DLP ZDV WR PDNH IORRG GDPDJH LQVXUDEOH WKRXJK LW LV QRW FOHDU LI
DIIRUGDELOLW\ ZDV DOVR D FRQFHUQ 'XWFK *RYHUQPHQW  S  ,QVXUDQFH DJDLQVW
IORRG FRQWLQXHV WR EH XQDYDLODEOH LQ WKH 1HWKHUODQGV 3HWKHULFN  7KH
'HOWDFRPPLVVLH JLYHV D EULHI EXW SHUWLQHQW FRPPHQWDU\ UHOHYDQW WR LQVXUDQFH DQG
FRPPXQLW\UHVLOLHQFHLQLWV$SSHQGL[
/RRNLQJDWWKHRUJDQLVDWLRQRIIORRGSURWHFWLRQRQHFDQGLVFHUQDQ$QJOR
6D[RQ VW\OH EDVHG RQ D JUHDW GHDO RI LQGLYLGXDO UHVSRQVLELOLW\ DQG WKH
RSHUDWLRQ RI WKH PDUNHW DQG D &RQWLQHQWDO VW\OH ZLWK WKH JRYHUQPHQW
WDNLQJ UHVSRQVLELOLW\ /HVVRQV IURP WKH 86$ DQG WKH 8. WHDFK XV WKDW
OHDYLQJUHVSRQVLELOLW\WRLQGLYLGXDOVGRHVQRWDOZD\VPHDQWKDWWKH\DFFHSW
LW « )ORRG SURWHFWLRQ RIWHQ UHPDLQV FRQILQHG WR ORFDO µSRVWDJH VWDPSV¶
EDVHGRQ ORFDO FRVWEHQHILW FRQVLGHUDWLRQVDQGVRGRQRW DOZD\V IRUPD
FRQVLVWHQW ZKROH « 'DPDJH FRQWURO DQG GLVDVWHU PDQDJHPHQW DQG
LQVXUDQFH DUH EHWWHU RUJDQLVHG LQ FRXQWULHV ZLWK SRRUHU OHYHOV RI
SURWHFWLRQDQGPRUHIUHTXHQWIORRGLQJ'HOWDFRPPLVVLH
:KLOH WKLV VXJJHVWV WKDW FRPPXQLW\ UHVLOLHQFH LV QRW JLYHQ DV PXFK HPSKDVLV LQ WKH
1HWKHUODQGV DV LW LV LQ $XVWUDOLD FRPPXQLW\ LQYROYHPHQW LV VLJQLILFDQW LQ WKH 'XWFK
DSSURDFK WR ODQGXVH FKDQJHV ,W LV DOVR ZRUWK QRWLQJ WKDW LQ WKH 1HWKHUODQGV ORFDO





IRU WKH GXDO DLPV RI ZDWHU VWRUDJH EXIIHULQJ FDSDFLW\ LQ WLPHV RI IORRG DQG QDWXUH






FRPPXQLW\ FRQVXOWDWLRQ VWUDWHJLHV ZHUH H[WUHPHO\ VXFFHVVIXO LQ SUHYHQWLQJ FRQIOLFW DQG
OHQJWK\OLWLJDWLRQSURFHVVHVSS±±±
&RPPXQLW\LQYROYHPHQWVWUDWHJLHVDUHFXUUHQWO\EHLQJHPSOR\HGRQDPXFKODUJHUVFDOH
WR LPSOHPHQW WKH:HDOWK\ :DDO 3URJUDPPH 7KLV SURJUDPPH DLPV WR SURYLGH PRUH
URRPIRUWKH:DDO5LYHUWRDFFRPPRGDWHKLJKHUULYHUGLVFKDUJHVZKLOHDWWKHVDPHWLPH
LGHQWLI\LQJ RSSRUWXQLWLHV IRU MRLQW EHQHILWV IRU DFKLHYLQJ RWKHU REMHFWLYHV VXFK DV







FDXVLQJZDWHU WR EDFN XS GXULQJ D IORRG2QFHD GHFLVLRQ KDG EHHQPDGH E\ FHQWUDO
JRYHUQPHQW WKHPXQLFLSDOLW\ DIIHFWHGZDVJUDQWHG UHVSRQVLELOLW\ IRU GHYHORSLQJDSODQ
WKDW ZRXOG EH DFFHSWDEOH WR DOO SDUWLHV D VLPLODU VWUDWHJ\ ZDV VXFFHVVIXOO\ XVHG DW
'LHSHQKHLPIRUWKH5HJJHSURMHFWSS±
5DLVLQJFRPPXQLW\DZDUHQHVVRIIORRGULVNLVDQLVVXHWKDWUHFHLYHVDWWHQWLRQEXWPRUH
LQ WKHFRQWH[WRIDFKLHYLQJSROLWLFDOVXSSRUW IRUQHZZDWHUVDIHW\PHDVXUHV UDWKHU WKDQ
FRPPXQLW\UHVLOLHQFH'XWFK*RYHUQPHQWS
(YDFXDWLRQDVDPHDVXUHWRUHGXFHWKHFRQVHTXHQFHVRIFOLPDWHFKDQJHLV ODUJHO\ OHIW
XQWRXFKHG E\ WKH 'HOWDFRPPLVVLH 5HSRUW DV LW LV IRFXVHG RQ SUHYHQWLRQ UDWKHU WKDQ
FRQWLQJHQF\+RZHYHUDQHDUO\ZDUQLQJ FULVLVPDQDJHPHQW HYDFXDWLRQSODQV URXWHV
DQGORFDWLRQVDUHOLVWHGLQWKHPL[RIPHDVXUHVWKDWVKRXOGEHXVHGSS2WKHU
'XWFKOLWHUDWXUHFRYHUVUHVSRQVHPHFKDQLVPVLQPRUHGHWDLO(YDFXDWLRQRISHRSOHDQG
FDWWOH ZDV RQ DPDVVLYH VFDOH LQ WKH  IORRGV DQG  SHRSOH DQG 







IRU H[DPSOH )ULHVHU¶V ZRUN RQ D SUREDELOLVWLF HYDFXDWLRQ PRGHO UDWKHU WKDQ D
GHWHUPLQLVWLF DSSURDFK )ULHVHU  'HWHUPLQLQJ VXLWDEOH HYDFXDWLRQ URXWHV DQG
WULJJHU SRLQWV KDV DOVR EHHQ DQ LVVXH LQ $XVWUDOLD 2SSHU  4XHHQVODQG ,QTXLU\
LQWHULP UHSRUW SS ± 4XHHQVODQG ,QTXLU\ ILQDO UHSRUW SS ± 5HVSRQVH
FRQFHUQV VXFK DV WKHVH VKRZ OLWWOH IXQGDPHQWDO GLIIHUHQFH WR WKRVH H[SUHVVHG LQ
$XVWUDOLDQUHYLHZV
 'LIIHUHQWDSSURDFKHV
7KH DSSURDFK WDNHQ E\ WKH 1HWKHUODQGV WR IORRG UHYLHZ DQG IORRG PDQDJHPHQW LV
UHPDUNDEO\GLIIHUHQWIURPWKH$XVWUDOLDQDSSURDFK:KLOHWKH$XVWUDOLDQUHYLHZVDUHYHU\
PXFKIRFXVHGRQDQDO\VLQJDSDVWIORRGHYHQWWRLPSURYHWKHRXWFRPHVRIIXWXUHHYHQWV
ZLWK VLPLODU FKDUDFWHULVWLFV GRFXPHQWV IURP WKH 1HWKHUODQGV DUH ILUPO\ IRFXVHG RQ
FKDQJHVWRIXWXUHIORRGWKUHDWV
7KHUHYLHZSURFHVV
$V VHHQ DERYH WKH WHUPV RI UHIHUHQFH RI WKH 1HWKHUODQGV 'HOWDFRPPLVVLH DUH TXLWH




UHVSRQVH DQG UHFRYHU\ ,W LV PRUH FRQFHUQHG ZLWK EURDGHU SUHYHQWLRQ DQG PLWLJDWLRQ
VWUDWHJLHV,QWHUHVWLQJO\WKH'XWFKWHUPVRIUHIHUHQFHVSHFLILFDOO\FDOOIRULQYHVWLJDWLRQRI
RSSRUWXQLWLHV 7KLV LV YHU\ LPSRUWDQW LQ VKDSLQJ WKH UHFHSWLYHQHVV RI SHRSOH ZKR DUH
DVNHGWRDGDSW WRFOLPDWHFKDQJHWKUHDWV ,IFOLPDWHFKDQJH LVRQO\VHHQDVD ORRPLQJ
WKUHDW RI PDVVLYH SURSRUWLRQV LW EHFRPHV D PRQVWHU IURP ZKLFK SHRSOH VK\ DZD\
7UDQVIRUPHG LQWR SRVLWLYH RSSRUWXQLWLHV WR FUHDWH PRUH ODQG RU WR LPSURYH LWV TXDOLW\
VDIHW\ DQG HFRQRPLF DGYDQWDJHV DGDSWDWLRQ WR FOLPDWH FKDQJH EHFRPHVPXFKPRUH
GLJHVWLEOH
$OWKRXJKWKH'HOWDFRPPLVVLHH[SODLQV WKDW LWVSXUSRVH LVQRWVRPXFK WR UHVSRQG WRD
SDVW HYHQWEXW WRDQWLFLSDWHG IXWXUHHYHQWV 'HOWDFRPPLVVLHS  WKLV LV QRW WKH
HQWLUH VWRU\ DV WKH'HOWDFRPPLVVLH EXLOGV RQ SUHYLRXV ZRUN VXFK DV WKH ZDWHU
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
SROLF\ µ$ 'LIIHUHQW $SSURDFK WR :DWHU¶ DQG ULYHU UHVWRUDWLRQ SURJUDPV 7KHVH ZHUH
GHYHORSHG LQ UHVSRQVH WR D VHULHV RI IORRG HYHQWV LQ ±  DQG  WKDW
FDXVHG ZLGHVSUHDG HYDFXDWLRQV DQG SURSHUW\ GDPDJH 'H %RHU 	 %UHVVHUV 
S7KH IORRGVFRXOGKDYHEHHQPXFKZRUVH WKDQ WKH\ZHUHDQGDUHGHVFULEHG LQ
VRPH GRFXPHQWVPRUH LQ WHUPV RI D QHDU PLVV DV G\NHV ZHUH QRW EUHDFKHG 'XWFK
*RYHUQPHQWS'XWFK*RYHUQPHQWQGDS'XWFK*RYHUQPHQWS
:KLOHWKH'HOWDFRPPLVVLH5HSRUWUHVSRQGVWRDQWLFLSDWHGWKUHDWVLWZDVWKHIORRGVRIWKH
V WKDW FDXVHG WKH'XWFK WR UHDVVHVV WKHLUZDWHUSROLF\DQGPXFKRI WKH WKLQNLQJ
DQG HYHQ WKH ODQJXDJH RI WKH 'HOWDFRPPLVVLH UHIOHFWV WKH  :DWHU 3ROLF\ 7KH
IODYRXURIWKH'XWFKUHYLHZLVIDUVLJKWHGYLVLRQDU\SURDFWLYHDQGHQDEOLQJ'LIIHUHQFHV
DUH HYLGHQW LQ WKH WUHDWPHQW RI FOLPDWH FKDQJH VDIHW\ VWDQGDUGV WKH LPSOHPHQWDWLRQ
WLPHIUDPH WKH HPSKDVLV RQ VWUXFWXUDO SURWHFWLRQPHDVXUHV HFRORJLFDO SURFHVVHV DQG
TXDOLW\RIOLIH7KHUHLVDKHDY\HPSKDVLVRQPXOWLIXQFWLRQDOODQGXVHDQGRSWLPLVDWLRQRI
EHQHILWVIRUDOOVWDNHKROGHUV
7KH'HOWDFRPPLVVLH5HSRUWZDVZHOO UHFHLYHGDQGPDGHDVXEVWDQWLDO FRQWULEXWLRQ WR
WKH DZDUHQHVV RI WKH LPSDFWV RI FOLPDWH FKDQJH IRU WKH 1HWKHUODQGV $OO WKH PDLQ
UHFRPPHQGDWLRQV ZHUH DFFHSWHG E\ WKH 'XWFK &DELQHW DQG LW ZDV DOVR µZDUPO\
DFFHSWHGE\SROLWLFVDQGLQWKHPHGLD¶9HUGXLMLQHWDO
2QHRIWKHPRVWVWULNLQJGLIIHUHQFHVZKHQFRPSDULQJWKHUHYLHZSURFHVVHVRI$XVWUDOLD
DQG WKH1HWKHUODQGV UHODWHV WR WKHVL]HDQGGHWDLO RI WKH UHSRUWV7KH'HOWDFRPPLVVLH
 SDJHV LQFOXGLQJ DSSHQGL[HV SURGXFHG  UHFRPPHQGDWLRQV ZKHUHDV WKH ILQDO
9LFWRULDQ 5HYLHZ  SDJHV SURGXFHG  UHFRPPHQGDWLRQV DQG WKH 4XHHQVODQG
,QTXLU\ ZLWK ERWK UHSRUWV WDNHQ WRJHWKHU ZDV  SDJHV ORQJ DQG SURGXFHG 
UHFRPPHQGDWLRQV <HW LW FRXOG EH DUJXHG WKDW WKH'XWFK SURFHVV LV IDUPRUH OLNHO\ WR
PDNH D GXUDEOH LPSDFW RQ WKH ZD\ IORRGLQJ LV PDQDJHG 7KH IDFW WKDW VRPH RI WKH
&RPPLWWHH PHPEHUV ZHUH SURIHVVLRQDO ZULWHUV LQ DGGLWLRQ WR WKHLU SULPDU\ DUHDV RI
H[SHUWLVHRQHZLWKH[SHULHQFH LQ MRXUQDOLVPDQGDQRWKHUDVDQRYHOLVWPD\DOVRKDYH
HQDEOHG WKHP WR FRQYH\ WKHLU PHVVDJH LQ D VW\OH WKDW ZDV HQJDJLQJ DQG LQIOXHQWLDO
9HUGXLMLQNHWDO'HOWDFRPPLVVLHQG
&OLPDWHFKDQJHDQGRWKHUIXWXUHWKUHDWV
&OLPDWH FKDQJH LV WKHPRWLYDWLQJ IRUFH EHKLQG WKH 1HWKHUODQGV¶ 'HOWDFRPPLVVLH 
VHHWHUPVRIUHIHUHQFHDERYH,WLVDOVRVWDWHGDVEHLQJDSULPDU\FRQVLGHUDWLRQLQWKH
:DWHU3ROLF\WKH5RRPIRUWKH5LYHUDQGULYHUUHQDWXUDOLVDWLRQSURMHFWVVXFKDVWKH
5HJJH5LYHU7KH'HOWDFRPPLVVLH UHSRUWDQDO\VHVDQGTXDQWLILHV WKH WKUHDW RI FOLPDWH
FKDQJH RYHU D ORQJ WLPHIUDPH SS± ILQGLQJ LQDGHTXDFLHV LQ VWUHDP GLVFKDUJH
FDSDFLW\ UHOLDELOLW\ RI VWUXFWXUDO GHIHQFHV ZDWHU TXDOLW\ DQG ZDWHU VHFXULW\ HFRORJLFDO
DQGVRFLDOFRQVHTXHQFHVDQGHFRQRPLFFRQVHTXHQFHVLQWHUPVRIGLUHFWGDPDJHVDQG
LPSDFWVRQWRXULVPQDYLJDWLRQDJULFXOWXUHDQGORVVRIODQGWRWKHVHD




4XDQWLI\LQJ WKH WKUHDW DQG GHOLEHUDWHO\ XVLQJ WKH ZRUVWFDVH VFHQDULR HQDEOHV
DSSURSULDWH PHDVXUHV WR EH LGHQWLILHG WKDW FDQ EH LPSOHPHQWHG LQFUHPHQWDOO\ RYHU D
\HDU WLPHVSDQ HQDEOLQJ IOH[LELOLW\ WR EH UHWDLQHG DQG FRVWVKDULQJ E\ FXUUHQW DQG
IXWXUHJHQHUDWLRQVSS7KHUHYLHZGRHVQRWSURYLGHDQH[DFWEOXHSULQWSODQ
RI LPSOHPHQWDWLRQ EXW LW GHOLYHUV D YLVLRQ DQG EURDG VWUDWHJLHV WR DFKLHYH REMHFWLYHV
5HFRPPHQGDWLRQV DUH SURYLGHG IRU WKUHH WLPH KRUL]RQV PRUH FRQFUHWHPHDVXUHV IRU
LPPHGLDWH LPSOHPHQWDWLRQ E\  D FOHDU YLVLRQ IRU WKH SHULRG ±DQG ORQJ
WHUPFRQVLGHUDWLRQVEH\RQGS7KH\DUHGHVLJQHGVRWKDWFXUUHQWDGDSWDWLRQ
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
PHDVXUHV GR QRW FRPSURPLVH IXWXUH DGDSWDWLRQ RSWLRQV IRU H[DPSOH KRXVLQJ
GHYHORSPHQWVKRXOGQRWEHSHUPLWWHGLQDUHDVLGHQWLILHGDVSRWHQWLDOZDWHUVWRUDJHDUHDV
LQFDVHLWEHFRPHVQHFHVVDU\WRLQFUHDVHGDPKHLJKWV'HOWDFRPPLVVLHSS7KLV
HQVXUHV WKDWIOH[LELOLW\ WRGHDOZLWK IXWXUHULVNVDQGXQFHUWDLQW\ LV UHWDLQHG&OHDUYLVLRQ




FOLPDWH FKDQJHEXW DOVRKRZ WR FUHDWHRSSRUWXQLWLHV IURP LW%HVLGHV IORRGSURWHFWLRQ
RSSRUWXQLWLHV DUH LGHQWLILHG LQ ZDWHU TXDOLW\ DQG DYDLODELOLW\ SS  ± DJULFXOWXUH




7KH 'XWFK KHDGRQ RSSRUWXQLVWLF DWWLWXGH WR FOLPDWH FKDQJH ULVNV FRQWUDVWV ZLWK WKH
$XVWUDOLDQ IORRG UHYLHZV WKDW ERWK LQ WHUPV RI UHIHUHQFH DQG UHSRUW FRQWHQW DYRLG
FOLPDWHFKDQJHLQDZD\VOLJKWO\UHPLQLVFHQWRI%DVLO)DZOW\¶V LQMXQFWLRQ µGRQ¶WPHQWLRQ
WKHZDU¶:KHQ LW LVPHQWLRQHG LQ$XVWUDOLDQ UHYLHZV LW LV RQO\ LQ WHUPVRI D QHJDWLYH




EHHQFDQDOLVHG UHHQJLQHHUHGDQG UHJXODWHG WRHQVXUH IDVWHUGUDLQDJH IRUDJULFXOWXUH




,Q WKH 5HJJH 5LYHU H[DPSOH ULYHU PRGLILFDWLRQ KDV FRPSURPLVHG PDQ\ RWKHU ULYHU
IXQFWLRQV LQFOXGLQJJURXQGZDWHUUHFKDUJHDQGVSDFHIRUQDWXUDOKDELWDW:DWHUVWRUDJH




0RUHUHFHQW'XWFKZDWHUSROLF\ LVKROLVWLF LQ WKDW LW LGHQWLILHVDGDSWDWLRQPHDVXUHV WKDW
VLPXOWDQHRXVO\DGGUHVVFOLPDWH UHODWHG LVVXHVRIGURXJKW IORRGDQGZDWHUTXDOLW\7KH
'XWFKVWUDWHJ\LVWRUHWDLQSUHFLSLWDWLRQIRUDVORQJDVSRVVLEOHLQWKHFDWFKPHQWZKHUHLW
IDOOV WKHQ WHPSRUDULO\ VWRUH IORRGZDWHUV RQO\ GUDLQLQJ WKHPZKHQ FDSDFLW\ RI µUHWDLQ
DQGVWRUH¶KDYHEHHQUHDFKHG7KLVHQDEOHVWKHUHSOHQLVKPHQWRIJURXQGZDWHUWKDWKDV
EHHQGHSOHWHGGXULQJGURXJKWDQGDWWKHVDPHWLPHKHOSVIRUPDEDUULHUWRSUHYHQWVDOW
ZDWHU LQWUXVLRQ ,WDOVRHQVXUHV WKDW IORRGSUREOHPVDUHQRWVLPSO\ WUDQVIHUUHG WR WKRVH
GRZQVWUHDP'XWFK*RYHUQPHQWSS±7KHPHWKRGXVHGWRDFKLHYHWKLVLVWR
DOORFDWHPRUHVSDFHWRZDWHU0HDVXUHVLQFOXGHLQFUHDVLQJWKHVL]HRIDFWLYHIORRGSODLQV
ORZHULQJ WKHP LQFOXGLQJ WKURXJK FOD\ H[WUDFWLRQ IRU EULFN SURGXFWLRQ DQG UHVWRULQJ
PHDQGHUVDQGZHWODQGVDQGFUHDWLQJZDWHUUHWHQWLRQDUHDV 'XWFK*RYHUQPHQW
SS±$QRWKHUEHQHILWRIGHOD\LQJ WKHUHOHDVHRI IORRGZDWHUVZRXOGEH WR LQFUHDVH
ZDUQLQJWLPHVIRUGRZQVWUHDPFRPPXQLWLHV
7KHDOORFDWLRQRI ODQGIRU ULYHUV LVVHHQDVDYDOLG ODQGXVH LQ LWVHOISURYLGLQJVHUYLFHV
VXFKDVIORRGFRQWURODQGZDWHUTXDOLW\7KHUHVHUYDWLRQRIODQGIRUZDWHUVHUYLFHVLVQRW
VHHQDVXQGHUXVLQJ WKH ODQG5DWKHU WKHVFDUFLW\RI ODQGFDXVHV WKH'XWFK WR WDNHD
PXOWLIXQFWLRQDODSSURDFKLGHQWLI\LQJFRPSDWLEOHODQGXVHRQODQGDOORFDWHGWRZDWHUZLWK
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DJULFXOWXUH UHFUHDWLRQ QDWXUH DQG IORRG PDQDJHPHQW VHHQ DV JRRG SDUWQHUV VHH
'HOWDFRPPLVVLHS:DWHU3ROLF\S7KLVLVDFRQVLVWHQWIHDWXUHRI'XWFK
SURMHFWV,QWKH5HJJH5LYHUH[DPSOHODQGDOORFDWHGWRZDWHUPDQDJHPHQWSXUSRVHVLV
XVHG WR LPSURYH VFHQLF YDOXH DQG DWWUDFWLYHQHVV RI WKH DUHD IRU ERWK UHVLGHQWV DQG
WRXULVWV DOVR ERRVWLQJ SURSHUW\ YDOXHV S  7KHUH DUH DOVR FREHQHILWV LQ QDWXUH
FRQVHUYDWLRQFXOWXUDOXVHVHJDUWIHVWLYDOVSUHVHUYDWLRQRIKHULWDJHHJWKHUHWXUQRI
KLVWRULF ULYHUERDWVQDYLJDWLRQFRPSDWLEOHDJULFXOWXUH HJQRQLQWHQVLYHJUD]LQJDQG
LQIUDVWUXFWXUH VXFK DV EULGJHV DQGELNH SDWKV HJ VHH SS    ± ,Q








ERWK IRU IORRG SURWHFWLRQ DQG WR UHFODLP ODQG IRU DJULFXOWXUH 7KH SURFHVV RI ODQG





2YHU WKH FHQWXULHV WKH 'XWFK GHYHORSHG KLJKO\ VRSKLVWLFDWHG ZDWHUPDQDJHPHQW
V\VWHPVWRSURWHFWWKHPVHOYHVIURPIORRGLQJQRWRQO\LQWKHIRUPRIG\NHVVOXLFHVDQG
GUDLQDJH FDQDOV EXW LQ PDQDJHPHQW DQG IXQGLQJ PHFKDQLVPV WR PDLQWDLQ WKHP
'HVFULEHGDVWKHROGHVWGHPRFUDWLFLQVWLWXWLRQVLQWKH1HWKHUODQGV'XWFK:DWHU%RDUGV











KLJKHUG\NHV ULVH WKHKLJKHU WKHSXPSLQJFRVWV WR UHPRYHZDWHU IURP WKHDUHDV WKH\
SURWHFW'HOWDFRPPLVVLHSS±'\NHUHLQIRUFHPHQWLVDSULPDU\PHDVXUHVXSSRUWHG
E\WKH'HOWDFRPPLVVLHSS±+RZHYHURWKHUPHDVXUHVDUHDOVRXVHG7KH
DSSURDFKXVHG LQ WKH µ5RRPIRU WKH5LYHU¶SURJUDP LV WR UHVWRUH IORRGSODLQVDQGDOORZ
IORRGZDWHUVWRVSUHDGRYHUDZLGHUDUHDWRUHGXFHZDWHUGHSWK7KHDFWLYLWLHVWRDFKLHYH
WKLVDUHVWLOOODUJHO\VWUXFWXUDODVLWLVQRWSRVVLEOHWRVLPSO\UHPRYHG\NHVZKHQRI
WKH ODQG LV EHORZ VHD OHYHO G\NHV DUH UHORFDWHG LQODQG VHFRQGDU\ ZDWHU FKDQQHOV
H[FDYDWHG DQG ULYHU EHGV JUR\QHV DQG IORRGSODLQV ORZHUHG )RUPLQJ VHSDUDWH
FRPSDUWPHQWV ZLWKLQ G\NHG DUHDV FUHDWHV D VHFRQGDU\ OLQH RI GHIHQFH )RU VRPH
SROGHUV DUHDV HQFORVHGE\ G\NHV SDUWLDO ORZHULQJ RI G\NHVZLOO HQDEOHZDWHU WR IORZ

6PLWK¶VµOHYHHSDUDGR[¶GHVFULEHVWKHFRPPRQO\REVHUYHGSKHQRPHQRQWKDWZKHQ\RXSURWHFW
DUHDV IURP IORRGLQJ E\ OHYHHV LW KDV WKH SHUYHUVH HIIHFW RI HQFRXUDJLQJ GHYHORSPHQW EHKLQG




VSUHDG IORRGSHDNVZLOOEHUHGXFHGDQGVDIHW\ZLOO LQFUHDVH 1HWKHUODQGV*RYHUQPHQW











GUHGJHG IURP WKH FRQWLQHQWDO VKHOI DQG VSUHDG RQ HURGLQJ IODWV RU DORQJ G\NHV 7KLV





RYHU WKH ODVW  \HDUV VHH DOVR5HJJH5HSRUW S  UHFUHDWLRQ DQGPRUH ODQG IRU
GHYHORSPHQW +RZHYHU WKH &RPPLWWHH UHFRJQLVHV WKDW WKHUH DUH HQHUJ\ HIILFLHQF\
HFRQRPLF DQG HFRORJLFDO LPSOLFDWLRQV *UHDWHU UHVHDUFK LQWR WKHVH DVSHFWV ZDV
UHFRPPHQGHGE\WKH&RPPLWWHH7KHSRVVLELOLW\RIFUHDWLQJRIIVKRUHLVODQGVRUUHHIVWR
SURWHFW WKH FRDVW ZDV FRQVLGHUHG EXW EHDFK QRXULVKPHQW ZDV LGHQWLILHG DV WKH EHVW
RSWLRQ IRU UHDVRQV RI FRVWHIILFLHQF\ DQG EHFDXVH LVODQGVZRXOG KDYH WKH SRWHQWLDO WR
LQFUHDVHFRDVWDOGHJUDGDWLRQLVVXHV'HOWDFRPPLVVLHSS±
5HVHUYLQJODQGIRUZDWHU
7KH 'HOWDFRPPLVVLH UHSRUW VWUHVVHV WKH LPSRUWDQFH RI UHVHUYLQJ ODQG WR UHVWRUH WKH
ZDWHU VWRUDJH FDSDFLW\ RI WKH IORRGSODLQ ,W SULPDULO\ UHFRPPHQGV ODQG SXUFKDVH WR
DFKLHYH WKLV LQFOXGLQJ UHVHUYLQJ ODQG XQGHU D SHUPDQHQW SUHIHUHQFH ULJKW WR DOORZ
SXUFKDVH DW VXFK D WLPH DV WKH RZQHU LV SUHSDUHG WR VHOO LW DQG DOVR WR SXUFKDVH
VWUDWHJLF ODQG SRVLWLRQV ZKHQ WKH RSSRUWXQLW\ DULVHV S 8QOLNH WKH 5HJJH 5LYHU
SURMHFW ZKHUH YROXQWDU\ DSSURDFKHV ZHUH XVHG WKH 'HOWDFRPPLVVLH VWUHVVHV WKDW
µFOLPDWHSURRI¶VSDWLDOSODQQLQJLQUHVSHFWRIEXLOGLQJLQXQIDYRXUDEOHORFDWLRQVDQGHDUO\
LQYROYHPHQWRIZDWHUPDQDJHUVµPXVWQRWEHYROXQWDU\¶SWKRXJKFRPSHQVDWLRQLV
VWLSXODWHG 7KH 'XWFK DUH QRW DYHUVH WR FRPSXOVRU\ PHDVXUHV ZLWK UHVSHFW WR ZDWHU
PDQDJHPHQW LI WKH\ DUH VHHQ WR EH LQ WKH QDWLRQDO LQWHUHVW 5HJJH5HSRUW SS±
1LMVVHQS:LWKRIWKHODQGDUHDEHORZVHDOHYHOWKH\FDQQRWDIIRUGWREH
7KH 5HJJH 5LYHU SURMHFW XVHG YROXQWDU\ SDUWLFLSDWLRQ WR UHVHUYH ODQG $ SDUWLFXODUO\
VXFFHVVIXOVWUDWHJ\ZDVWRSXUFKDVHODQGLQDGYDQFHDQGWKHQXVHLWWRH[FKDQJHZLWKODQG
WKDWZDVQHHGHGWRUHDOLVHWKHSURMHFW7KHDGYDQWDJHRIWKLVZDVWKDWLWHQDEOHGIDUPHUVWR
FRQWLQXH IDUPLQJ RYHUFRPLQJ UHVLVWDQFH DQG LW SUHYHQWHG SURSHUW\ RZQHUV IURP
RSSRUWXQLVWLFDOO\HOHYDWLQJWKHSULFHRIWKHLUODQGS3DWLHQFHZDVSDUWLFXODUO\LPSRUWDQW
LQDFTXLULQJODQGKLJKOLJKWLQJWKHLPSRUWDQFHRIDGXUDEOHORQJWHUPVWUDWHJ\S
&KDQJLQJ WKHGHVLJQDWLRQRI ODQG WR UHIOHFW LWV UHYLVHGXVHZDVVRPHWLPHVGHOD\HGDV
µPXQLFLSDOLWLHVKDGTXLWHRIWHQQRWPDGHRUXSGDWHG ORFDO ODQGXVHSODQV IRU WKHLUQRQ
EXLOWXSDUHDV¶ 5HJJH 5HSRUW S  +RZHYHU WKH 5HJJH SURMHFW SURYLGHG DQ
RSSRUWXQLW\WRXSGDWHODQGXVHSODQVVRWKH\ZRXOGEHIOH[LEOHDQGIDFLOLWDWHFKDQJHVLQ




µDFFHSWDEOH FKDQJHV¶ RQO\ QHHG WR JR WKURXJK WKH FLW\ FRXQFLO &KDQJHV LQ ODQG
GHVLJQDWLRQ IURP DJULFXOWXUH WR QDWXUH UHGXFH SURSHUW\ YDOXH E\ DERXW RQHWKLUG EXW
SDUWLFLSDWLRQ LV YROXQWDU\ DQG FRPSHQVDWLRQ LV SDLG ,Q WKH FDVH RI WKH5HJJHSURMHFW
FDOFXODWLRQVZHUHGRQHRQWKHEDVLVRIWKHGLIIHUHQFHLQODQGYDOXHRYHUD\HDUSHULRG
6HSDUDWH DPRXQWV ZHUH DOVR SURYLGHG IRU DOORZLQJ WKH ODQG WR EH XVHG DV D ZDWHU
UHWHQWLRQ DUHD LQ WLPHV RI IORRG DQG IRU DQQXDO PDLQWHQDQFH DFWLYLWLHV DV SDUW RI D
3D\PHQWIRU(FRORJLFDO6HUYLFHVVFKHPHSS±







PRVW DW ULVN RI IORRGLQJ KDYH EHHQ SXUFKDVHG DQG UHVROG ZLWK D FRYHQDQW WR UHVWULFW
DJULFXOWXUDOSUDFWLFHVWRPRUHUHVLOLHQWGU\ODQGIDUPLQJDQGDOORZLQJSURSHUWLHVWRIORRG
,Q*UDQWKDP4XHHQVODQG WKHZKROH FRPPXQLW\ZDV UHORFDWHG WRKLJKHUJURXQGDIWHU
WKH IORRGVZLWK SODQV WR XVH WKH ROG VLWH RI*UDQWKDP IRUPRUH FRPSDWLEOH SXUSRVHV
+RZHYHU WKHVHDUH LVRODWHGH[DPSOHV WKDWZHUH LQLWLDWHGSDUWO\ WRKHOS IORRGGDPDJHG





6WUDWHJ\ DQG QR SROLWLFDO GHEDWH 7KH 4XHHQVODQG ,QTXLU\ GLG QRW H[DPLQH ZKDW WKH
DFFHSWDEOHQXPEHURIGHDWKVVKRXOGEH IRUVXFKDQHYHQW$VDQ LQTXLU\ LQWRD UHFHQW
HYHQWZKHUHVRPHFRPPXQLWLHV ORVWPDQ\ OLYHV WKLVZRXOGKDYHEHHQ LQVHQVLWLYH7KH
9LFWRULDQ 5HYLHZ ZKHUH QR GHDWKV RFFXUUHG VXJJHVWV WKDW HPHUJHQF\ PDQDJHPHQW
QHHGVWRµGHOLYHUDQDFFHSWDEOHPHDVXUHRIVDIHW\DQGVHFXULW\WRWKHFRPPXQLW\¶ZLWKRXW
GHILQLQJZKDWWKLVLV
7KH 'XWFK DUH PRUH SUDJPDWLF LQ UHFRJQLVLQJ WKDW LW LV QRW SRVVLEOH WR SUHYHQW DOO
GLVDVWHUUHODWHGGHDWKV7KH\KDYHFRQGXFWHGVWXGLHV WRDVVHVV WKHDPRXQWRIPRQH\





DOVR FRQFHUQHG WKDW RWKHU ZDWHU VDIHW\ HOHPHQWV QHHG WR EH LQFRUSRUDWHG LQWR WKH
PLQLPXPVDIHW\VWDQGDUGIRUHDFKDUHD LQFOXGLQJVRFLHWDORUJURXSULVNWKHSUREDELOLW\
RI ODUJHQXPEHUVRIVLPXOWDQHRXVFDVXDOWLHVDQG IORRGGDPDJH LQFOXGLQJERWKGLUHFW
DQG LQGLUHFW FRVWV 7KH EURDG LQWHUSUHWDWLRQ RI µZDWHU VDIHW\¶ LV VWUHVVHG LQFOXGLQJ
FXOWXUDO DQG HQYLURQPHQWDO DVVHWV VRFLHWDO GLVUXSWLRQ DQG UHSXWDWLRQDO ULVN DPRQJ
RWKHUV'HOWDFRPPLVVLHSS±±
7KH 'XWFK DSSURDFK WR ZDWHU VDIHW\ LV KLJKO\ HQJLQHHUHG $XVWUDOLD VWDUWV ZLWK WKH
SK\VLFDO ODQGIRUP DQG YLD IORRG VWXGLHV GHWHUPLQHV IORRG ULVN DQG LGHDOO\ ]RQHV
DFFRUGLQJO\ LI IORRG VWXGLHV KDYH EHHQ FDUULHG RXW DQG LI WKH\ DUH LQFRUSRUDWHG LQ
PXQLFLSDOSODQV7KH'XWFKRQWKHRWKHUKDQGVWDUWIURPWKHSUHPLVHWKDWSHRSOHDUH
HQWLWOHGWRDVDIHW\IDFWRUDQGWKHQHQVXUHWKDWDSSURSULDWHPHDVXUHVDUHLQSODFHWRJLYH








IURP IUHVK DV RSSRVHG WR VHDZDWHU'HOWDFRPPLVVLH S  7KH UHDVRQ IRU WKLV
GLIIHUHQFH FRXOG EH DWWULEXWHG WR$XVWUDOLD¶V ORZ SRSXODWLRQ GHQVLW\ RXWVLGH FLWLHV 7KLV





SODQV DUH WR EH EDVHG RQ JHRJUDSKLF FDWFKPHQW ERXQGDULHV UDWKHU WKDQ DUWLILFLDO
DGPLQLVWUDWLYHERXQGDULHVDVLVRIWHQWKHFDVHLQ$XVWUDOLD
&RQFOXVLRQRIµGLIIHUHQFHV¶
)RU WKH'XWFK WKH V IORRGHYHQWV UHYHDOHG WKDW EXVLQHVVDV XVXDO LQ WKH IRUPRI
ILJKWLQJ DJDLQVW IORRGVZLWK HYHU WDOOHU G\NHV DQG RWKHU VWUXFWXUDO PHDVXUHV ZRXOG EH
LQVXIILFLHQW WR GHDO ZLWK QHZ HPHUJLQJ WKUHDWV DQDO\VLQJ UHFHQW IORRGV DQG UHDFWLYHO\
SDWFKLQJ XS KROHV LQ H[LVWLQJ IUDPHZRUNV DQG RUJDQLVDWLRQV ZRXOG QRW PDNH WKH
1HWKHUODQGVVDIH IRU WKH ORQJHU WHUP7KLV UHVXOWHG LQD IXQGDPHQWDO UHDVVHVVPHQWRI
H[LVWLQJ ZDWHU SROLF\ DQG FHQWXULHVROG ZDWHU PDQDJHPHQW V\VWHPV &HQWUDO WR WKHLU




7RGD\RI WKH1HWKHUODQGV LVEHORZVHD OHYHO LWV ORZHVWSRLQWEHLQJPEHORZ
VHD OHYHO DW 1LHXZHUNHUN DQG  RI WKH FRXQWU\¶V ZHDOWK LV EHORZ VHD OHYHO 7KLV
PDNHVWKH1HWKHUODQGVH[WUHPHO\YXOQHUDEOH WRWKHH[WHQWWKDWIORRGULVN LVDVXSUHPH
LVVXH IRU QDWLRQDO VHFXULW\ DQG ODUJH IXQGV DUH DYDLODEOH IRU LQYHVWPHQW LQ IORRG
PHDVXUHV7KH QDWLRQDO VFDOH RI WKH WKUHDW DOVR H[SODLQVZK\ WKH1HWKHUODQGV XVHV D
PXFKPRUHFRQVHUYDWLYH IORRG OLNHOLKRRGVWDQGDUG WKDQRWKHUFRXQWULHV WRFRPSHQVDWH
IRU WKH H[WUHPH FRQVHTXHQFHV VKRXOG D IORRG KDSSHQ 'HOWDFRPPLVVLH  'XWFK
*RYHUQPHQWQGD
,Q $XVWUDOLD D VLJQLILFDQW DPRXQW $XVWUDOLDQ ZHDOWK LV ORFDWHG LQ FRDVWDO DUHDV DQG LV
WKUHDWHQHGE\IORRGLQJDVDUHVXOWRIVHDOHYHOULVH$XVWUDOLDQ*RYHUQPHQW,QODQG




WR LPSOHPHQW VWUXFWXUDO PHDVXUHV RQ WKH VFDOH RI WKH 1HWKHUODQGV DUH XQOLNHO\ WR EH
PDGHDYDLODEOHDQGSODQQLQJIRUUDUHHYHQWVRQWKHVFDOHRILQ\HDUVIRUWKH




OHYHOV DQG VWRUP VXUJH JLYHQ WKH GDPDJH LW ZRXOG GR WR FRDVWDO HFRV\VWHPV ,Q
$XVWUDOLD XVH RI PRUH QDWXUDO PDQJURYH µELRVKLHOGV¶ PD\ EH D PRUH DSSURSULDWH
PHDVXUH8VHRIG\NHVDORQJULYHUEDQNVLQIORRGSURQHFLWLHVVXFKDV%ULVEDQHLVHTXDOO\
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG





UHGXFH WKHLU VHYHULW\ 6XFK PHDVXUHV PD\ KDYH DGGHG DGYDQWDJHV HQDEOLQJ
UHSOHQLVKPHQWRIJURXQGZDWHUUHVRXUFHVWRFRXQWHUDFWSURORQJHGGURXJKWWKHIOLSVLGHRI
FOLPDWH FKDQJH 7KHUH DUH DGYDQWDJHV LQ WKH FREHQHILW DSSURDFK WR ODQG XVH ZKHUH
VSDFH LV VFDUFH WKLV SURYLGLQJ RSWLPDO RXWFRPHV WR VWDNHKROGHUV DQG HQDEOLQJ FRVW
VKDULQJRISURMHFWVE\PXOWLSOHVHFWRUV
7KH LPSRUWDQFHRIFRQVLGHULQJ FXOWXUDOKHULWDJH LQ UHODWLRQ WR IORRGLQJ LVHYLGHQW LQ WKH
5HJJH5LYHUSURMHFWDQGLVDOVRXQGHUOLQHGLQWKH'HOWDFRPPLVVLHUHSRUWS0DQ\RI
$XVWUDOLD¶VHDUOLHVW(XURSHDQVHWWOHPHQWVZHUHVLWHG LQWKHPRVWYXOQHUDEOHIORRGSURQH
FRQIOXHQFHV DQG $ERULJLQDO KHULWDJH HJ FRDVWDO VKHOO PLGGHQV LV DOVR OLNHO\ WR EH
WKUHDWHQHG E\ IORRGLQJ UHODWHG WR VHD OHYHO ULVH 6PLWK  3HDUVRQ  7KH
UHVLOLHQFHRIFXOWXUDOKHULWDJHZDVQRWDQDVSHFWFRYHUHGLQ$XVWUDOLDQIORRGUHYLHZVEXW







DGRSWV+RZHYHU WKHSROLWLFDO FRXUDJH WR IDFHVXFK LVVXHV UHSUHVHQWV OHDGHUVKLS IURP
ZKLFK$XVWUDOLDFRXOGOHDUQ




SHUV FRP 7KLV UDLVHV WKH TXHVWLRQ RI ZKHWKHU WKH FXUUHQW UHYLHZ DSSURDFK LV DQ
HIIHFWLYHRQH7KH UHYLHZSURFHVV WHQGV WR UHWURVSHFWLYHO\SDWFKXSKROHV UHYHDOHGE\
SDVWHYHQWV0DQ\IDLOXUHV LQWKH±IORRGVZHUHWKHUHVXOWRIKXPDQHUURUUDWKHU
WKDQ LQKHUHQWO\ EDG V\VWHPVDQGPDQ\ VXFFHVVHVZHUH HQWLUHO\ GXH WR WKH XQXVXDOO\
VNLOIXO HIIRUWV RI LQGLYLGXDOV LQ WKH DEVHQFH RI DGPLQLVWUDWLYH SURFHVVHV $ QHZ VHW RI
IDFHVDQGFLUFXPVWDQFHVGXULQJWKHQH[WIORRGZLOOUHYHDOQHZDQGVOLJKWO\GLIIHUHQWJDSV
LQWKHV\VWHP7KLVDSSURDFKLVQRWQHFHVVDULO\HIIHFWLYHLQSUHYHQWLQJIXWXUHGLVDVWHUV±
FHUWDLQO\ QRW IRU QDWLRQZLGH IORRGV WKDW PLJKW RQO\ KDSSHQ HYHU\ ± \HDUV 7KH
'HOWDFRPPLVVLHEHFDXVHLWGLGQRWKDYHWRUHYLHZDQ\VSHFLILFHYHQWZDVIUHHWRIRFXV
RQ DGGUHVVLQJ IORRG ULVN LQ WKH ORQJ WHUP7KH ILUP YLVLRQ DQG IOH[LEOH LPSOHPHQWDWLRQ
RYHUD\HDUWLPHIUDPHDUHUHPDUNDEOH0RUHRYHUWKHPDQQHULQZKLFKLWKDVEHHQ
IUDPHG DQG WKH DFFHVVLELOLW\ RI LWV ZULWLQJ VW\OH KDYH UHVXOWHG LQ D GRFXPHQW WKDW LV
LQIOXHQWLDODQGDUJXDEO\PRUHZLGHO\UHDGWKDQLWV$XVWUDOLDQFRXQWHUSDUWV
$Q H[DPLQDWLRQ RI GRFXPHQWV IURP WKH 1HWKHUODQGV UHYHDOV VWURQJ VSDWLDO SODQQLQJ
PHFKDQLVPVLPSRVHGIURPWKHQDWLRQDOOHYHOZLWKIOH[LEOHORFDOLPSOHPHQWDWLRQ:DWHU
PDQDJHPHQWLVFOHDUO\VHHQDVDQLVVXHRIQDWLRQDOFRQFHUQDVDQ\XQGHUHVWLPDWLRQRU
LQDFWLRQ LQ DGGUHVVLQJ IXWXUH IORRG ULVN FRXOG KDYH VHYHUH FRQVHTXHQFHV 6XFK D
QDWLRQDODSSURDFKLVKDUGHUWRDFKLHYHLQDIHGHUDOVWDWHOLNH$XVWUDOLD8QGHU$XVWUDOLD¶V





WKH&RXQFLO RI $XVWUDOLDQ*RYHUQPHQW¶V1DWLRQDO'LVDVWHU5HVLOLHQFH6WUDWHJ\ JUHDWHU
IRFXVQHHGVWREHJLYHQWRSUHYHQWLRQDQGQRWMXVWUHVSRQVH7KHLPSOHPHQWDWLRQRIWKLV
VWUDWHJ\FRXOGSURYLGHDQDYHQXHWRGHYHORSDPRUHFRKHVLYHDSSURDFKWRGHYHORSPHQW








$ ODUJHQXPEHURI UHYLHZSURFHVVHVKDYH UHFHQWO\EHHQFRQGXFWHGERWKE\ VWDWHDQG
QDWLRQDORUJDQLVDWLRQV7KHVHKDYHEHHQFRQFHUQHGSULPDULO\ZLWK WKHHIIHFWLYHQHVVRI
OHYHHV GDPV IORRG PDSSLQJ WKH DGHTXDF\ RI WKH  LQ  \HDU IORRG LQVXUDQFH
VWDQGDUGDQGWKHIHGHUDOIORRGLQVXUDQFHVFKHPH5HFHQWUHYLHZVLQFOXGH
x (YDOXDWLRQ RI WKH1DWLRQDO )ORRG ,QVXUDQFH3URJUDP ± FRPPLVVLRQHG
E\WKH)HGHUDO(PHUJHQF\PDQDJHPHQW$JHQF\)(0$
x 5HYLHZ DQG (YDOXDWLRQ RI WKH 1DWLRQDO 'DP 6DIHW\ 3URJUDP 
FRPPLVVLRQHGE\)(0$
x 7KH1DWLRQDO/HYHH&KDOOHQJH/HYHHVDQGWKH)(0$)ORRG0DS0RGHUQL]DWLRQ
,QLWLDWLYH  D UHSRUW E\ WKH ,QWHUDJHQF\ /HYHH 3ROLF\ 5HYLHZ &RPPLWWHH
FRPPLVVLRQHGE\)(0$
x $ &DOLIRUQLD &KDOOHQJH )ORRGLQJ LQ WKH &HQWUDO 9DOOH\ D 5HSRUW IURP DQ
,QGHSHQGHQW 5HYLHZ 3DQHO WR WKH 'HSDUWPHQW RI :DWHU 5HVRXUFHV 6WDWH RI
&DOLIRUQLD
x /LYLQJ ZLWK WKH 5HG $ 5HSRUW WR WKH *RYHUQPHQWV RI &DQDGD DQG WKH 8QLWHG
6WDWHV RQ 5HGXFLQJ )ORRG ,PSDFWV LQ WKH 5HG 5LYHU %DVLQ  E\ WKH
,QWHUQDWLRQDO-RLQW&RPPLVVLRQ
x 0DSSLQJ WKH =RQH ,PSURYLQJ )ORRG 0DS $FFXUDF\  FRPPLVVLRQHG E\
)(0$
x 0LVVLVVLSSL 5LYHU &RPPLVVLRQ  0LVVLVVLSSL 5LYHUV DQG 7ULEXWDULHV )ORRG
5HSRUW
x 3HUIRUPDQFH(YDOXDWLRQRIWKH1HZ2UOHDQVDQG6RXWKHDVW/RXLVLDQD+XUULFDQH
3URWHFWLRQ 6\VWHP E\ ,QWHUDJHQF\ 3HUIRUPDQFH(YDOXDWLRQ 7DVN )RUFH ,3(7
DSSRLQWHGE\WKH8QLWHG6WDWHV$UP\&RUSVRI(QJLQHHUV86$&(
x 5HYLHZ RI WKH 5HJXODWLRQ RI WKH 0LVVRXUL 5LYHU 0DLQVWHP 5HVHUYRLU 6\VWHP
'XULQJWKH)ORRGRIDSSRLQWHGE\86$&(
x 5HFRPPHQGDWLRQV IRUD1DWLRQDO/HYHH6DIHW\3URJUDP$5HSRUW WR&RQJUHVV
IURPWKH1DWLRQDO&RPPLWWHHRQ/HYHH6DIHW\DUHSRUWWR&RQJUHVV
x 'LVDVWHU 5HVLOLHQFH $ 1DWLRQDO ,PSHUDWLYH  D UHSRUW E\ WKH 1DWLRQDO










5HYLHZ SURFHVVHV LQ WKH8QLWHG6WDWHV DUH QRW FRQFLVH 7KH UHYLHZ RI WKH1),3ZDV
FRQGXFWHG RYHU ILYH \HDUV DQG UHVXOWHG LQ  YROXPHV E\ ZHOO RYHU  DXWKRUV IURP
QXPHURXV RUJDQLVDWLRQV $ UHYLHZ RI KXUULFDQH GHIHQFHV IROORZLQJ +XUULFDQH .DWULQD
RUJDQLVHG E\ 86$&( ZDV SURGXFHG LQ QLQH YROXPHV RYHU  \HDUV 7KHVH ZHUH
VXEMHFW WRDQ LQGHSHQGHQWSHHU UHYLHZ WKDWSURGXFHGDQXPEHURI UHYLHZUHSRUWV7KH
UHYLHZHUVPDGH WKH SRLQW µ7KH ,3(7 GUDIW ILQDO UHSRUW RI -XQH  FRQWDLQV URXJKO\
SDJHV$GRFXPHQWRI WKLVVL]HSUHVHQWVFRQVLGHUDEOHHGLWRULDOFKDOOHQJHVLQIXOO\
DQG FOHDUO\ SUHVHQWLQJ LWV PDLQ ILQGLQJV DQG UHFRPPHQGDWLRQV¶ &RPPLWWHH RQ 1HZ
2UOHDQV 5HJLRQDO +XUULFDQH 3URWHFWLRQ 3URMHFWV  S  :KLOH $XVWUDOLDQ IORRG
UHYLHZVDUHOHQJWK\WKH\VHHPPRGHVWFRPSDUHGZLWK86H[DPSOHV
0RVW86UHYLHZSURFHVVHVDUHYHU\FDUHIXO WRHQVXUHDGHJUHHRIVHSDUDWLRQ IURPWKH
FRPPLVVLRQLQJ DJHQF\ WR HQVXUH LQGHSHQGHQFH 0HPEHUVKLSV RI UHYLHZ SDQHOV DUH
IUHTXHQWO\ GLYHUVH FRPLQJ IURP XQLYHUVLWLHV FRQVXOWLQJ DJHQFLHV QRQSURILW
DVVRFLDWLRQVUHOHYDQWLQGXVWU\VHFWRUVDQGJRYHUQPHQWDJHQFLHV,WLVRILQWHUHVWWKDWWKH
QXPHURXVUHFHQWUHYLHZVDSSHDUWRKDYHUHDFKHGVLPLODUFRQFOXVLRQVDERXWNH\LVVXHV




$PHULFD SLRQHHUHG WKH  LQ  \HDU IORRG LQVXUDQFH VWDQGDUG DV µDPHDVXUHPHQW WR
EDODQFHDYRLGLQJLQRUGLQDWHIORRGORVVHVZLWKDYRLGLQJH[FHVVLYHUHJXODWLRQRIIORRGSODLQ
GHYHORSPHQW¶ :ULJKW  S  ,W ZDV DOVR WKH 8QLWHG 6WDWHV WKDW SURGXFHG
OHJHQGDU\JHRJUDSKHU*LOEHUW:KLWHZKRVHWWKHFRXUVHIRUQRQVWUXFWXUDODSSURDFKHVWR
IORRGFRQWURO
7KH WHUP µIORRGSODLQ PDQDJHPHQW¶ ZDV ILUVW XVHG E\ WKH 7HQQHVVHH 9DOOH\ $XWKRULW\
79$ DV HDUO\ DV WKH V ZKHQ LW VXFFHVVIXOO\ DSSOLHG :KLWH¶V LGHDV LQ WKH
7HQQHVVHH 5LYHU %DVLQ SUHYHQWLQJ VLJQLILFDQW GDPDJH FRVWV 7KH 79$ SURJUDP
LQFOXGHGWKHFUHDWLRQDQGSURYLVLRQRIIUHHIORRGLQIRUPDWLRQPDSVDQGVWXGLHV WR
FRPPXQLWLHV DW ULVN DQG WKH 79$ZRUNHGZLWK WKHP WR DGMXVW ODQG XVH YLD IORRGSODLQ
UHJXODWLRQ 3DUWO\ GXH WR WKH VXFFHVV RI WKH 79$¶V HIIRUWV QRQVWUXFWXUDO IORRG FRQWURO
PHDVXUHV JDLQHG ZLGHU DFFHSWDQFH E\ 86 JRYHUQPHQWV 7KH ILUVW QDWLRQZLGH 86
LQYHQWRU\ RI XUEDQ IORRGSURQH DUHDV ZDV SXEOLVKHG LQ  6XEVHTXHQWO\ QDWLRQDO
VWDQGDUGVIRUIORRGLQVXUDQFHVWXGLHVLQFOXGLQJWKHIORRGVWDQGDUGZHUHILQDOLVHGLQ
:ULJKWSS±%\FRQWUDVW$XVWUDOLDKDVRQO\UHFHQWO\HPEDUNHGRQ
LWV ILUVW DWWHPSW DW FUHDWLQJ DQ LQYHQWRU\ RI IORRG VWXGLHV DW D QDWLRQDO OHYHO WKURXJK
*HRVFLHQFH$XVWUDOLD¶V$XVWUDOLDQ)ORRG6WXGLHV'DWDEDVHIROORZLQJD&2$*GHFLVLRQ
LQ  0LGGHOPDQQ HW DO  ,WV 1DWLRQDO )ORRG 5LVN ,QIRUPDWLRQ 3URMHFW
DQQRXQFHG1RYHPEHUKDVRQO\UHFHQWO\EHJXQGHYHORSLQJQDWLRQDOJXLGHOLQHVIRU




1DWLRQDO)ORRG,QVXUDQFH3URJUDP1),3 LQ7RDFHUWDLQH[WHQW WKLV OHJLWLPLVHG
WKH IHGHUDO JRYHUQPHQW¶V LQYROYHPHQW LQ GHYHORSPHQW FRQWUROV ZKLFK FRQWLQXHV WR EH
SULPDULO\ D ORFDO JRYHUQPHQW UHVSRQVLELOLW\ LQ WKH 8QLWHG 6WDWHV 8QGHU WKH 1),3 WKH
IHGHUDOJRYHUQPHQWSURYLGHGVXEVLGLVHGIORRGLQVXUDQFHSUHPLXPVWRH[LVWLQJIORRGSODLQ
RFFXSDQWV LQGHVLJQDWHGIORRGSURQHDUHDVIRUSURSHUW\ZLWKLQ WKH\HDUIORRGSODLQ
DV GHOLQHDWHG RQ D IORRG LQVXUDQFH UDWH PDS 7KLV ZDV FRQWLQJHQW RQ WKH XVH RI
UHJXODWLRQV WRFRQWURO IXWXUHGHYHORSPHQW)XWXUHRFFXSDQWVRI IORRGSODLQVZHUH WRSD\
WKH IXOO FRVW RI SUHPLXPV EDVHG RQ IORRGULVN LQIRUPDWLRQ SURYLGHG E\ WKH SURJUDP
:ULJKW  S  7RGD\ DERXW  RI SROLFLHV FRQWLQXH WR EH VXEVLGLVHG:KLOH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
$XVWUDOLD KDV QRW WDNHQ WKLV SDWK WKH UHFHQW 1DWXUDO 'LVDVWHU ,QVXUDQFH 5HYLHZ
SURSRVHG IHGHUDO JRYHUQPHQW LQYROYHPHQW LQ D VXEVLGLVHG IORRG LQVXUDQFH VFKHPH
7URZEULGJHHWDODQG LW LV WKHUHIRUHZRUWKH[SORULQJVRPHRI WKHSLWIDOOVRI WKH
$PHULFDQVFKHPH
,Q WKH8QLWHG6WDWHV WKHIHGHUDOJRYHUQPHQW LVKHDYLO\ LQYROYHG LQGLVDVWHUDVVLVWDQFH
ZLWKHYHULQFUHDVLQJQXPEHUVRIGLVDVWHUGHFODUDWLRQVDQGDPRXQWVDOORFDWHGWRGLVDVWHU
UHFRYHU\7KLVWUHQGWRZDUGVIHGHUDOGLVDVWHUUHOLHIKDVJURZQVLJQLILFDQWO\LQWKH8QLWHG
6WDWHV VLQFH WKH VWDUW RI WKH V :ULJKW  SS ± *LYHQ WKDW UHFHQW
$XVWUDOLDQ JRYHUQPHQW FRPPLWPHQWV WR IORRG GLVDVWHU UHOLHI IRU 4XHHQVODQG DORQH
WRWDOOHG  ELOOLRQ *LOODUG  DSSURDFKHV WR IORRG UHFRYHU\ PHULW IXUWKHU
H[DPLQDWLRQ
 &OLPDWHFKDQJHDQGRWKHUIXWXUHIORRGULVNV




PHWKRGV RI H[WUDSRODWLQJ GDWD DUH LQDGHTXDWH LQ WKDW WKH\ DVVXPH WKH SDVW LV





LQIUDVWUXFWXUH7KH UHYLHZ LQWR WKH0LVVRXUL UHVHUYRLUH[DPLQHV WKHTXHVWLRQRIFOLPDWH
FKDQJHHYHQ WKRXJK WKLV LVVXH LVQRW WHFKQLFDOO\ZLWKLQ LWVVFRSH ,W VXJJHVWV WKDW WKH
IXWXUH UHJXODWLRQ RI WKH UHVHUYRLU V\VWHP VKRXOG EH DGMXVWHG WR DFFRXQW IRU FOLPDWH
FKDQJHDQGUHFRPPHQGVLQFRUSRUDWLQJJUHDWHUIOH[LELOLW\LQUHVHUYRLURSHUDWLRQWRDGDSW
WRFOLPDWHH[WUHPHVRIERWKGURXJKWDQGIORRG*ULJJHWDO
5HFHQW UHYLHZV DQG SDSHUV RQ OHYHHV WKDW ZHUH DQDO\VHG IRU WKLV UHSRUW DOO LQFOXGH
FOLPDWH FKDQJHDVD IDFWRU WKDW LQFUHDVHV WKH OLNHOLKRRGRIFDWDVWURSKLFFRQVHTXHQFHV
IURPIORRGLQJ,/35&$6)30*DOORZD\%RODQGHWDO1&/6$
ODUJH QXPEHU RI $PHULFDQ OHYHHV SDUWLFXODUO\ WKRVH DLPLQJ WR FRPSO\ ZLWK 1DWLRQDO
)ORRG ,QVXUDQFH3URJUDP UHTXLUHPHQWV KDYHEHHQEXLOW WR SURWHFW DJDLQVW D  LQ 
\HDU IORRG HYHQW :LWK FOLPDWH FKDQJH WKH UHOLDELOLW\ RI WKLV UHFXUUHQFH LQWHUYDO LV LQ
GRXEW MHRSDUGLVLQJ VXEVWDQWLDO GHYHORSPHQW WKDW KDV EHHQ DOORZHG WR RFFXU EHKLQG
OHYHHVRUMXVWEH\RQGWKHPDSSHGLQ\HDUIORRGOLQH
$VZHOODVFOLPDWHFKDQJHUHSRUWV LGHQWLI\QXPHURXVRWKHUIXWXUHIORRGULVNPDJQLILHUV




7KH ,QWHUDJHQF\ /HYHH 3ROLF\ 5HYLHZ &RPPLWWHH ILQGV WKDW WKH HIIHFWV RI LQFUHDVHG
GHYHORSPHQW µFDQ LQFUHDVH GDPDJH WR VWUXFWXUHV E\ PXOWLSOH RUGHUV RI PDJQLWXGH¶
,/35&/DUVRQUHSRUWVWKDWWKHLPSDFWRIGHYHORSPHQWFDQKDYHDKXJHHIIHFWRQ
IORRG OHYHOV ,Q 1HZ &DUROLQD D ± IHHW ±P LQFUHDVH LQ IORRG GHSWK ZDV
UHFRUGHG LQRQHDUHD/DUVRQ5HYLHZILQGLQJVRQ WKH LPSRUWDQFHRIDSSURSULDWH
VLWLQJRIGHYHORSPHQWDUHGLVFXVVHGODWHULQWKLVUHSRUW


















RIGDPV LQ WKH8QLWHG6WDWHV *DOORZD\HWDO7KH8QLWHG6WDWHVKDVDQDWLRQDO
LQYHQWRU\ RI GDPV LQFOXGLQJ  GDPVRYHU IHHW P KLJK RU  DFUHIHHW
aPHJDOLWUHV FDSDFLW\ 2I WKHVH DSSUR[LPDWHO\  DUH UDWHG DV EHLQJ D KLJK RU
VLJQLILFDQWKD]DUGDQGKLJKKD]DUGGDPVDUHFRQVLGHUHGGHILFLHQW1HDUO\KDOIRI









$XVWUDOLDQ IORRG UHYLHZV ± SDUWLFXODUO\ WKH 4XHHQVODQG ,QTXLU\ ± UHYHDO FRQFHUQV
UHJDUGLQJWKHVDIHW\RIVRPHGDPVVHH6HFWLRQRIWKLVUHSRUW2WKHUVWXGLHVLQWR
WKH VDIHW\ RI $XVWUDOLDQ GDPV DOVR VXJJHVW WKDW FXUUHQW SURYLVLRQV DUH LQDGHTXDWH ,Q
$XVWUDOLDRZQHUVKDYHDFRPPRQODZUHVSRQVLELOLW\WRPDLQWDLQVPDOOGDPVWRDFFHSWHG
VWDQGDUGV VHW E\ WKH $XVWUDOLDQ 1DWLRQDO &RPPLWWHH RQ /DUJH 'DPV $1&2/' EXW
FRPSOLDQFH ZLWK WKHVH VWDQGDUGV LV DQ LVVXH 3LVDQLHOOR  UHSRUWV FRQVLGHUDEOH
LVVXHVZLWK IDUPGDPVDIHW\ZLWKGDP IDLOXUH UDWHVDVKLJKDVSRVLQJVLJQLILFDQW
WKUHDWV WR GRZQVWUHDP FRPPXQLWLHV 7KH FRPPRQ SUDFWLFH RI GHOLEHUDWHO\ EORFNLQJ
VSLOOZD\V WR LQFUHDVH VWRUDJH FDSDFLW\ LV D FRQWULEXWLQJ IDFWRU 5HIHUULQJ WR D VWXG\ RI
6RXWK $XVWUDOLD¶V .DQJDURR &UHHN UHJLRQ 3LVDQLHOOR  UHSRUWV WKDW µPRVW VPDOO
GDPVFDQQRWHYHQSDVVWKHLQ\HDUVGHVLJQIORRGHYHQW¶/LNHWKH8QLWHG6WDWHV
$XVWUDOLDPD\ QHHG WR FRQVLGHU D UHYLHZ RI GDP VDIHW\ LQFOXGLQJ WKH DVVHVVPHQW RI
IXWXUH WKUHDWV VXFK DV SRSXODWLRQ PRYHPHQWV DQG LQFUHDVHG LQIORZV GXH WR FOLPDWH
FKDQJH
$QRWKHU$PHULFDQ UHSRUW WKH5HYLHZRI WKH5HJXODWLRQRI WKH0LVVRXUL5LYHU0DLQVWHP
5HVHUYRLU6\VWHP'XULQJWKH)ORRGRIH[DPLQHGWKHRSHUDWLRQRIVL[ODUJHUHVHUYRLUV
RQ WKH 0LVVRXUL 'XULQJ WKH  IORRGV UXQRII ZDV WKH ELJJHVW RQ UHFRUG µIDU




















UHTXLUHPHQWVRQDQKLVWRULFDO UHFRUG WKDW RQO\GDWHVEDFN WR LV LQDGHTXDWH:KHQ
SUHSDULQJ$QQXDO2SHUDWLQJ3ODQV µWKHIDFW WKDWUHFHQWGHFDGHVKDYHH[SHULHQFHGPRUH
H[WUHPH HYHQWV VKRXOG EH FRQVLGHUHG UDWKHU WKDQ YLHZ WKH HQWLUH KLVWRULFDO UHFRUG DV





XQWLOFDWDVWURSKLF OHYHHIDLOXUHVGXULQJWKH0LVVLVVLSSL IORRGV$PHULFDKDGD µOHYHH
RQO\¶ SROLF\ IRU IORRG FRQWURO WKDW GHOLEHUDWHO\ H[FOXGHG DOWHUQDWLYH RSWLRQV :ULJKW 
S :KLOH RWKHU PHDVXUHV VXFK DV IORRGZD\V ZHUH ODWHU LQFRUSRUDWHG LQWR IORRG
SURWHFWLRQIRUWKH/RZHU0LVVLVVLSSL%DVLQOHYHHVKDYHFRQWLQXHGWRSOD\DVLJQLILFDQWUROH
LQ$PHULFDQIORRGFRQWURO,WLVHVWLPDWHGWKDWWRGD\RIWKH86SRSXODWLRQOLYHVLQD
FRXQW\ZLWK OHYHHV ,/35&7KH8QLWHG6WDWHV LVHVWLPDWHG WRKDYHPLOHV
 NP RI 86$&( OHYHHV WKDW ZHUH HLWKHU EXLOW E\ 86$&( RU RWKHU QRQIHGHUDO




OHYHHV DQGPLOHV NPRI µOHYHHOLNH VWUXFWXUHV¶ DORQJFDQDOV 1&/6
S
7KH GLVWLQFWLRQ EHWZHHQ WKHVH OHYHH FDWHJRULHV LV LPSRUWDQW DV IHGHUDO OHYHHV DUH
VLJQLILFDQWO\PRUHUHOLDEOHWKDQQRQIHGHUDORQHV86$&(ERDVWVWKDWVLQFHLWVLQFHSWLRQ
LQQRSURMHFWOHYHHEXLOWWR0LVVLVVLSSL5LYHUVDQG7ULEXWDU\V\VWHPVWDQGDUGVKDV
HYHU IDLOHG 86 $UP\ &RUSV RI (QJLQHHUV  'XULQJ WKH  IORRG LQ WKH 8SSHU
0LVVLVVLSSL5LYHUEDVLQRQO\RIIHGHUDO OHYHHVRYHUWRSSHGRUZHUHGDPDJHGDV
RSSRVHG WR  RI QRQIHGHUDO OHYHHV 1&/6  S  /HYHH IDLOXUH RU
RYHUWRSSLQJLVLPSOLFDWHGLQDERXWRQHWKLUGRI86IORRGGLVDVWHUV,/35&S
/HYHHV KDYH FRQWLQXHG WR EH RI LPSRUWDQFH SDUWO\ EHFDXVH RI WKH SURYLVLRQV RI WKH
1DWLRQDO )ORRG ,QVXUDQFH 3URJUDP 1),3 )RU FRPPXQLWLHV SDUWLFLSDWLQJ LQ WKH 1),3
DUHDVRXWVLGHWKHLQ\HDUIORRG]RQHDUHQRWVXEMHFWWRPDQGDWRU\IORRGLQVXUDQFH
RUGHYHORSPHQWFRQWUROV7KLVDOVRDSSOLHVWRRWKHUZLVHIORRGSURQHODQGWKDWLVORFDWHG
EHKLQG OHYHHVGHVLJQHGWRSURWHFW IURPWKH LQ\HDU IORRG*DOORZD\HWDO
)URPDVKRUWWHUPGHYHORSPHQWSRLQWRIYLHZWKLVPDNHVLWYHU\DSSHDOLQJWRFRQVWUXFW
OHYHHV +RZHYHU LW KDV DOVR UHVXOWHG LQ DFFHQWXDWHG IORRG ULVN DV ZLOO EH GLVFXVVHG
EHORZ




7KH 1HZ 2UOHDQV OHYHHV ZHUH H[SHFWHG WR SURWHFW WKH FLW\ IURP IORRGZDWHUV WR WKH
GHVLJQ KHLJKW +RZHYHU VRPH RI WKH OHYHHV DQG IORRGZDOOV IDLOHG EHIRUH WKH\
RYHUWRSSHG 3UREOHPV ZHUH VHYHUHO\ FRPSRXQGHG E\ WKH FLW\¶V SRRU GUDLQDJH:KLOH




GU\ HYHQ GXULQJ OHVV VHYHUH UDLQIDOO HYHQWV0RUHRYHU SXPSV UHTXLUH VWDII WR RSHUDWH
WKHP ZKLFK SURYHG WR EH DQ LVVXH GXH WR WKH PDVVLYH VFDOH RI WKH 1HZ 2UOHDQV
GLVDVWHU
7KH OHYHORISURWHFWLRQDIIRUGHGE\ WKH1HZ2UOHDQV+XUULFDQH3URWHFWLRQ6\VWHPZDV
VRPHZKDW ORZ $FFRUGLQJ WR WKH 1DWLRQDO &RPPLWWHH RQ /HYHH 6DIHW\ WKH RYHUDOO




ODUJHU FRQVHTXHQFHV RI IORRGLQJ LQ GHQVHO\ SRSXODWHG DUHDV DQG JUHDWHU HYDFXDWLRQ
GLIILFXOWLHVVRXSJUDGHVWRWKLVOHYHORISURWHFWLRQPD\EHLQDGHTXDWH








GHVLJQFRQVWUXFWLRQDQGRSHUDWLRQDO LVVXHVZLOOFRVW µELOOLRQVRIGROODUVDQGGHFDGHV¶ WR
DGGUHVV S  8QOLNH QRQVWUXFWXUDO PHDVXUHV WKDW DUH ORQJWHUP VROXWLRQV
LQIUDVWUXFWXUHDJHVDQGWHFKQRORJ\FDQEHFRPHREVROHWHLQRQO\DIHZGHFDGHV
7KH WHFKQLTXHVXVHG WR FDOFXODWH UHTXLUHG OHYHHKHLJKW DOVRDJH7KLV LV GLVFXVVHG LQ
PRUHGHWDLOLQ6HFWLRQ
/HYHHVGHWHULRUDWHRYHUWLPH
$QLPDO EXUURZV OHYHH HQFURDFKPHQWV HJ VHZHU SLSHV PD\ SDVV WKURXJK WKHP
QDWXUDO RU V\VWHPLQGXFHGHURVLRQ ODFNRIPDLQWHQDQFH ODQGVXEVLGHQFHDQGVHLVPLF
DFWLYLW\FDQFDXVHWKHSURILOHDQGLQWHJULW\RIOHYHHVWRGHWHULRUDWHRYHUWLPH*DOORZD\HW
DOSS,/35&SS±/DQGVXEVLGHQFHZDVIRXQGWREH
D VLJQLILFDQW LVVXH IRU 1HZ 2UOHDQV OHYHHV GXULQJ +XUULFDQH .DWULQD DQG OHYHHV KDG
µVXQN¶SURYLGLQJOHVVSURWHFWLRQWKDQWKH\ZHUHGHVLJQHGWRDIIRUG86$&(SS
 ,Q$XVWUDOLD WKHUHKDYHEHHQ VLPLODU H[DPSOHV RI VXQNHQ OHYHHV $WNLQV	9LQFH
7KHSRVVLELOLW\RIOHYHHGHWHULRUDWLRQDGGVDOHYHORIXQFHUWDLQW\DERXWKRZOHYHHV
ZLOO SHUIRUP GXULQJ DQ H[WUHPH IORRG HYHQW ,Q WKH 8QLWHG 6WDWHV DW OHDVW WKHUH LV














SUHYHQW LQILOWUDWLRQ RI ZDWHU LQWR WKH VRLO DQG LQFUHDVH UXQRII /HYHHV E\ SUHYHQWLQJ
GLVWULEXWLRQ RI VLOW RYHU WKH IORRGSODLQ FDQ FDXVH FKDQQHOV WR VLOW XS UHVXOWLQJ LQ OHVV
FKDQQHO FDSDFLW\ WR KROG DQG FRQYH\ IORRG ZDWHU /HYHHV EXLOW HOVHZKHUH UHGXFH WKH
DUHDZDWHUFDQVSUHDGFDXVLQJGHHSHUIORRGV7KXVWKHRULJLQDOGHVLJQKHLJKWRIDOHYHH
PD\ VRRQ EHFRPH LQDGHTXDWH WR SURWHFW DJDLQVW D IORRG RI WKH IUHTXHQF\ RULJLQDOO\
HQYLVDJHG
&RQVHTXHQFHVRIOHYHHIDLOXUHDUHZRUVHWKDQQDWXUDOIORRGV
:KHQOHYHHVIDLO WKH\GRVRZLWK OLWWOHRUQRZDUQLQJDQGWKHHQHUJ\RIIORRGZDWHUV LQ
WKH YLFLQLW\ RI WKH IDLOXUH LV KLJK7KLVPHDQV WKDW OHYHH IDLOXUH FDQ FDXVH VLJQLILFDQWO\
JUHDWHUGDPDJHWROLYHVDQGSURSHUW\WKDQDQDWXUDOIORRG7KLVLVFRPSRXQGHGE\DIDOVH
VHQVH RI VHFXULW\ RI WKRVH OLYLQJ EHKLQG OHYHHV ZKR IHHO VDIH EHFDXVH OHYHHV KDYH
SURWHFWHG WKHP IURP OHVVHU IORRGV DQG VR WKH\ KDYH OLWWOH H[SHULHQFHRI IORRGDQG DUH
ODFNLQJ IORRG SUHSDUHGQHVV VNLOOV 7KH ODFN RI DZDUHQHVV RI UHVLGXDO ULVN PHDQV WKDW
RWKHU PHDVXUHV VXFK DV KRXVH HOHYDWLRQ IORRG SURRILQJ DQG HPHUJHQF\ DQG
HYDFXDWLRQSODQQLQJDQGH[HUFLVHVDUHIUHTXHQWO\QHJOHFWHG$6)30
/HYHHVRIIHUOHVVSURWHFWLRQWKDQHOHYDWLRQWRWKHVDPHKHLJKW
$V GHPRQVWUDWHG E\ WKH +XUULFDQH .DWULQD HYHQW OHYHHV FDQ IDLO EHIRUH IORRGZDWHUV
UHDFK WKH WRS RI WKH OHYHH /HYHHV DOVR SUHYHQW GUDLQDJH RI ZDWHU ZKLFK FDQ FDXVH
IORRGZDWHUVWREHGHHSHUEHKLQGOHYHHVDQGUHPDLQORQJHU86$&(SS
(YHQ DVVXPLQJ D OHYHH LV UHOLDEOH WKH KRXVH SURWHFWHG E\ WKDW OHYHH DIIRUGLQJ
SURWHFWLRQ WR WKH  VWDQGDUG LV VLJQLILFDQWO\ PRUH YXOQHUDEOH WR IORRGLQJ WKDQ D
KRXVHHOHYDWHGWRWKHOHYHO *DOORZD\HWDOS ,/35&SS±
$6)30S$VJUDSKLFDOO\GHPRQVWUDWHGE\WKH&DOLIRUQLDUHYLHZDSURSHUW\
SURWHFWHG E\ D UHOLDEOH  OHYHH PD\ EH VDIH IURP D  IORRG +RZHYHU
GHSHQGLQJRQIORRGSODLQGHSWKD\HDUIORRGPD\FRPSOHWHO\VXEPHUJHLW2QWKH
RWKHU KDQG D SURSHUW\ HOHYDWHG WR WKH  OHYHO ZLOO RQO\ VXIIHUPLQRU GDPDJH LQ D
IORRGDQGXQOLNHLWVFRXQWHUSDUWEHKLQGWKHOHYHHZLOOEHPRUHOLNHO\WREHFRYHUHG
E\ PDQGDWHG IORRG LQVXUDQFH ,URQLFDOO\ WKH $6)30 VXJJHVWV WKDW D \HDU OHYHH




EHKLQG OHYHHV JUHDWO\ PDJQLI\LQJ GDPDJH FRVWV ZKHQ WKH OHYHH IDLOV GXH WR
RYHUWRSSLQJ RU EUHDFK ,QFUHDVLQJ WKH KHLJKW RI OHYHHV PD\ UHGXFH IUHTXHQF\ RI
IORRGLQJ EXW LI GHYHORSPHQW FRQWLQXHV WKH FRQVHTXHQFH RI FDWDVWURSKLF IDLOXUH ZLOO
FRQWLQXHWRULVH7KLVKDVEHHQWKHH[SHULHQFHLQWKH8QLWHG6WDWHVZLWKDQQXDOFRVWVRI
IORRG GLVDVWHUV FRQWLQXLQJ WR ULVH VLPSO\ EHFDXVH WKH µFRQVHTXHQFH¶ SDUW RI WKH ULVN
HTXDWLRQ KDV EHHQ LJQRUHG ,QWHUHVWLQJO\ IHGHUDO LQYROYHPHQW LQ OHYHH EXLOGLQJ KDV
IRVWHUHGWKHPLVSHUFHSWLRQLQFRPPXQLWLHVWKDWOHYHHVDUHDµVDIHDQGSUXGHQW¶PHWKRG
RI SURWHFWLQJ DJDLQVW IORRG $6)30  S  ,W LV HVWLPDWHG WKDW  ELOOLRQ RI
UHVLGHQWLDO DQG FRPPHUFLDO DVVHWV SURSHUW\ DQG FRQWHQWV DUH FXUUHQWO\ ORFDWHG LQ
OHYHHG DUHDV LQ WKH 8QLWHG 6WDWHV 1&/6  S  $V WKH GDPDJH ELOO RI 1HZ
2UOHDQVZDVHVWLPDWHGWREH86ELOOLRQWKLVLVQRWQHFHVVDULO\LQGLFDWLYHRIWKHWUXH






WKH DYHUDJH 86$&( OHYHHV SURYLGH D  UHWXUQ RQ LQYHVWPHQW RQ IORRG GDPDJHV




ORFDO FRPPXQLWLHV 3URMHFWHG FRVWV IRU D 86$&( OHYHH FRQVWUXFWLRQ SURMHFW LQ WKH
9LFNVEXUJ'LVWULFWWRWDOOHG86PLOOLRQSHUPLOHWRXSJUDGHH[LVWLQJOHYHHVIURPIHHW
WRIHHWPWRP)RZOHUH[SODLQVVRPHRIWKHUHDVRQVIRUWKHVHFRVWVµD
PDMRUREVWDFOH WRUDLVLQJ WKH OHYHHV LVHFRQRPLFVZLWK WKH ORFDO OHYHHERDUGV WU\LQJ WR
EXGJHW PRQH\ IRU WKHLU FRVW VKDUHG DPRXQW 7KH PDMRU FRVW LQYROYHV REWDLQLQJ UHDO
HVWDWHIRUERUURZDUHDVIRUOHYHHILOOPDWHULDO¶7KH9LFNVEXUJOHYHHVDUHPRUHH[SHQVLYH
WKDQPRVW EXW WKHUH DUH VLPLODU ORFDO DIIRUGDELOLW\ LVVXHV LQ$XVWUDOLD'XH WR UHSHDWHG
IORRGLQJDQGLQVXUDQFHORVVHVLQWKHWRZQRI5RPDLQVXUHU6XQFRUSKDVGHPDQGHGWKDW
OHYHHV EH EXLOW 7KLV KDV OHG WR UHTXHVWV E\ 5RPD¶V PD\RU IRU IHGHUDO JRYHUQPHQW
IXQGLQJDVWKH$PLOOLRQELOOLVEH\RQGWKHFDSDFLW\RIWKHWRZQWRSD\-DERXU
7KH 1DWLRQDO &RPPLWWHH RQ /HYHH 6DIHW\ UHSRUWV WKDW DGHTXDWH PDQDJHPHQW RI ULVN
XVLQJ VWUXFWXUDO PHDQV DV H[HPSOLILHG E\ WKH 1HWKHUODQGV LV SURKLELWLYHO\ H[SHQVLYH
1&/6  S 7KH IHGHUDO JRYHUQPHQW ILUVW EHFDPH LQYROYHG LQ OHYHH EXLOGLQJ
IROORZLQJWKH0LVVLVVLSSLIORRGV)HGHUDODJHQF\86$&(KDVEHHQUHVSRQVLEOHIRU
WKHPDMRULW\ RI IHGHUDO OHYHHEXLOGLQJDQG IRU D ORQJSHULRGRI WLPHXVHG WKH µVWDQGDUG
SURMHFW IORRG¶ WR JXLGH LWV IORRGSURWHFWLRQ DFWLYLWLHV 7KLV LV QRW D PHDVXUH EDVHG RQ
UHWXUQSHULRGVEXWJHQHUDOO\OLHVEHWZHHQWKHLQDQGLQ\HDUIORRG0DQ\RI
WKHVHOHYHHVZHUHYHU\UREXVWDQGSURWHFWHGDJDLQVWWKHLQWRLQ\HDUIORRG
*DOORZD\ HW DO  SS ± 1&/6  S  ,Q  WKH:DWHU 5HVRXUFHV
'HYHORSPHQW$FWLQWURGXFHGDUHTXLUHPHQWIRUFRPPXQLWLHVWRVKDUHWKHFRVWVRIOHYHHV
EXLOW E\ IHGHUDO DJHQFLHV (YHQ WKH FRVW VKDUH DPRXQW RI  FDQ EH KDUG IRU ORFDO
JRYHUQPHQWV WR DIIRUG DQG WKLV UHVXOWHG LQ SURMHFWV WKDW RQO\ PHW WKH PLQLPXP
UHTXLUHPHQWVRIOHYHHSURWHFWLRQWRWKHLQ\HDUOHYHODQGDGKRFORFDOLVHGOHYHH
EXLOGLQJLQVWHDGRIEDVLQZLGHV\VWHPV1&/6S
7KH UHDVRQ WKH  LQ  \HDU OHYHO EHFDPH VR ZLGHO\ XVHG ZDV WKDW WKLV ZDV WKH
PLQLPXP UHTXLUHG IRU UHFRJQLWLRQ E\ WKH1DWLRQDO )ORRG ,QVXUDQFH3URJUDP 1),3 µD
GDQJHURXVDGRSWLRQRIDQDFWXDULDOVWDQGDUGDVDVDIHW\VWDQGDUG¶1&/6S
7KLV FUHDWHG SHUYHUVH LQFHQWLYHV IRU ORZHU VWDQGDUGV RI OHYHH EXLOGLQJ DQG
HQFRXUDJHPHQW RI IORRGSODLQV GHYHORSPHQW VHH 6HFWLRQ  $FFRUGLQJ WR WKH
1DWLRQDO &RPPLWWHH RQ /HYHH 6DIHW\ WKH PDMRULW\ RI $PHULFDQ OHYHHV ZLWK VRPH
H[FHSWLRQVVXFKDV WKH0LVVLVVLSSL5LYHUVDQG7ULEXWDULHVSURMHFWSURYLGH LQDGHTXDWH
SURWHFWLRQS




:KLOH HQYLURQPHQWDO DQG VRFLDO REMHFWLYHV DUH WHFKQLFDOO\ SDUW RI WKH DVVHVVPHQW
HFRQRPLFFRQVLGHUDWLRQV WDNHSUHFHGHQFHDQGFRVWEHQHILWDQDO\VLVRI IORRGSURWHFWLRQ
DFWLYLWLHV QHHGV WR EH FRQGXFWHG WR GHPRQVWUDWH WKDW IHGHUDO SURMHFWV FRQWULEXWH WR

 $FFRUGLQJ WR WKH &DOLIRUQLD 5HYLHZ WKH 6WDQGDUG 3URMHFW )ORRG LV D µGHULYHG GLVFKDUJH¶
HVWLPDWH UHSUHVHQWLQJ D IORRG WKDW FDQ EH H[SHFWHG IURP WKH PRVW VHYHUH FRPELQDWLRQ RI
PHWHRURORJLF DQG K\GURORJLF FRQGLWLRQV WKDW DUH FRQVLGHUHG UHDVRQDEO\ FKDUDFWHULVWLF RI WKH














$ FHUWLILHG OHYHH FDQ WKHQ EH JLYHQ DFFUHGLWDWLRQ E\ )(0$ WKH RUJDQLVDWLRQ WKDW
DGPLQLVWHUV WKH 1),3 ,W LV EHOLHYHG WKDW RQO\ D IUDFWLRQ RI OHYHHV FHUWLILHG WR SURYLGH
SURWHFWLRQWRWKHLQ\HDUVWDQGDUGDFWXDOO\GRVR,/35&SS
:KHQOHYHHFHUWLILFDWLRQZDVILUVWLQWURGXFHGFHUWLILFDWLRQZDVFRPPRQO\JUDQWHGRQWKH
EDVLV RI FURZQ KHLJKW DORQH ZLWK OLWWOH RU QR FRQVLGHUDWLRQ RI RWKHU IDFWRUV VXFK DV
VWUXFWXUDOVWDELOLW\RUPDLQWHQDQFHSODQVDQGPDQ\RIWKHVHOHYHHVDUHVWLOOPDSSHGDQG
FUHGLWHG DV SURYLGLQJ DGHTXDWH IORRG SURWHFWLRQ GHVSLWH QHYHU KDYLQJ EHHQPHDVXUHG
DJDLQVW FXUUHQW1),3 OHYHHVWDQGDUGV7KH ,/35& UHSRUWHG WKDW DW WKH WLPHRIZULWLQJ
FHUWLILFDWLRQGLGQRWLQFOXGHDOODVSHFWVRIOHYHHIXQFWLRQVXFKDVGUDLQDJHDQGSXPSLQJ
FDSDFLW\ WKRXJK WKHPRVW UHFHQW YHUVLRQRI WKH&RGHRI)HGHUDO5HJXODWLRQV LQFOXGHV
GUDLQDJHOLQHVDQGSXPSLQJ)(0$	'+6SS'XHWRFRQVLGHUDEOHLVVXHV














UHVSRQVLELOLW\RI WKH ORFDOVSRQVRUXVXDOO\D ORFDOJRYHUQPHQW7KH$6)30QRWHV WKDW
WKHUH LV FXUUHQWO\ QR UHTXLUHPHQW IRU ORFDO VSRQVRUV WR GHPRQVWUDWH WKH\ KDYH WKH
WHFKQLFDO RU ILQDQFLDO DELOLW\ WR XQGHUWDNH WKHVH FRPPLWPHQWV SULRU WR WKH OHYHH EHLQJ
EXLOW7KHVHDFWLYLWLHVDUHDQRQJRLQJEXUGHQIRUORFDOFRPPXQLWLHVDQGPDLQWHQDQFHLV
RIWHQ LQDGHTXDWH 1&/6S/DUVRQS:KLOH OHYHH UHYLHZVGRQRW
SURYLGHDQ LQGLFDWLYH ILJXUH IRUPDLQWHQDQFHFRVWV ULJRURXVPDLQWHQDQFHUHTXLUHPHQWV
DUHSURYLGHGLQWKH86$&(OHYHHRZQHUV¶PDQXDO86$&(
/HYHHUHSDLULVH[SHQVLYH
)ROORZLQJ IORRGV WKH IHGHUDO JRYHUQPHQW IXQGVRI UHSDLU FRVWVRI OHYHHV WKDW DUH










/LWLJDWLRQFDQEHFRQVLGHUHGD VRXUFHRI UHFRYHU\ IXQGLQJ+RZHYHU LW LV LQHIILFLHQW LQ
WHUPV RI ERWK WLPH DQG H[SHQVH DQG RXWFRPHV DUH XQFHUWDLQ *DOORZD\ HW DO 
$SSHQGL[ % :KLOH IHGHUDO DJHQFLHV KDYH EHHQ JUDQWHG LPPXQLW\ IURP OLDELOLW\ IRU
GDPDJH IURP IORRGV VWDWH DQG ORFDO JRYHUQPHQWV DQG SULYDWH HQJLQHHULQJ ILUPV DUH
H[SRVHGWR OLDELOLW\ULVNVZKHQWKH\GHVLJQEXLOG LQVSHFWFHUWLI\PDLQWDLQDQGRSHUDWH
OHYHHVRUSURYLGHIXQGLQJWRGRVR3RWHQWLDOOLDELOLW\FRVWVIDUH[FHHGWKHYDOXHRIIHHV
IRU VHUYLFHV RU HYHQ WKH HQWLUH ILQDQFLDO YDOXH RI D SULYDWH HQJLQHHULQJ ILUP 7KLV KDV







JRRG PDQDJHPHQW RI OHYHHV 3UREOHPV ZLWK OHYHH VDIHW\ GXULQJ +XUULFDQH .DWULQD
UHVXOWHGLQWKHIHGHUDOJRYHUQPHQWSDVVLQJDQHZ1DWLRQDO/HYHH6DIHW\$FWLQWR
EHLPSOHPHQWHGWKURXJKD1DWLRQDO/HYHH6DIHW\3URJUDP+RZHYHUWKHUHKDVEHHQQR





IRU GHFLVLRQPDNLQJ DQG FRQWULEXWHG WR WKH IDLOXUH RI WKH V\VWHP WR IXQFWLRQ HIIHFWLYHO\
*DOORZD\HWDOSS$QRWKHUVLJQLILFDQW LVVXHZDVWKHODFNRIDV\VWHPV
DSSURDFK WR WKH SURWHFWLRQ ZRUNV µ,W LV REYLRXV IURP WKH ,3(7 DQDO\VLV WKDW WKH
SLHFHPHDO GHYHORSPHQW RI WKH 1HZ 2UOHDQV +XUULFDQH 3URWHFWLRQ 6\VWHP SURYLGHG D
V\VWHP LQ QDPH RQO\¶ 86$&(  S  7KH 86$&( UHSRUW UHFRPPHQGV WKDW
SODQQLQJDQGGHVLJQQHHGWRDOORZIRUV\VWHPZLGHSHUIRUPDQFHRYHUWLPHLQFOXGLQJDOO
FRPSRQHQWVRIWKHV\VWHPVXFKDVSXPSFDSDFLW\
/HYHH EXLOGLQJ LQ ULYHU EDVLQV LV QRW FRRUGLQDWHG /HYHHV DUH EXLOW E\ DOO OHYHOV RI
JRYHUQPHQW DQG SULYDWH LQWHUHVWV WR GLIIHUHQW VWDQGDUGV 7KH\ DUH PDLQWDLQHG DQG
RSHUDWHG LQGHSHQGHQWO\ )UHLWDJ HW DO  $ V\VWHPV DSSURDFK LV ZLGHO\
UHFRPPHQGHG E\ PRVW UHYLHZV QRW UHVWULFWHG WR WKH FLW\ VFDOH 7KH 1&/6 UHYLHZ
UHFRPPHQGV WKDW IORRG SURWHFWLRQ QHHGV WR EH GHVLJQHG DV D FRPSOHWH V\VWHP WKDW
DQDO\VHV KRZ WKH FRPELQDWLRQ RI VWUXFWXUDO PHDVXUHV DQG IORRGSODLQ PDQDJHPHQW
PHDVXUHV SHUIRUP WRJHWKHU DFURVV HQWLUH EDVLQV SS  ± DV GR WKH &DOLIRUQLD
5HYLHZ S  DQG WKH ,QWHUDJHQF\ /HYHH 3ROLF\ 5HYLHZ &RPPLWWHH S  7KLV
UHTXLUHVFRQVLGHUDWLRQRISK\VLFDODQGSROLWLFDOV\VWHPVUDWKHUWKDQLQGLYLGXDOUHDFKHV$
V\VWHPV DSSURDFK LV DOVR D NH\ FRQFHUQ RI WKH ,QWHUQDWLRQDO -RLQW &RPPLVVLRQ LQ LWV
UHYLHZRISURYLVLRQVIRUWKH5HG5LYHUZKLFKFURVVHVWKH86ERUGHU LQWR&DQDGD7KH
,-& UHFRPPHQGV WKDW VWUXFWXUDO DQG QRQVWUXFWXUDO IORRGPLWLJDWLRQ EH LQWHJUDWHG RQ D
EDVLQVFDOHDQG WKDW WKHUHEHRQJRLQJVXSSRUW IRUPXOWLMXULVGLFWLRQDOSDUWLFLSDWLRQ ,-&

$OWKRXJK WKH8QLWHG6WDWHV DOUHDG\KDVD1DWLRQDO /HYHH'DWDEDVHEDVLF LQIRUPDWLRQ
DERXW OHYHHV LV ODFNLQJ 7KH 1DWLRQDO &RPPLWWHH RQ /HYHH 6DIHW\ UHSRUWV WKDW µWKH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
QXPEHUORFDWLRQDQGFRQGLWLRQRIDOOWKHOHYHHVLQWKH86LVFXUUHQWO\XQNQRZQ¶S
7KHFRPPLWWHHSURSRVHV WRH[SDQG WKHH[LVWLQJGDWDEDVHE\XQGHUWDNLQJDQ LQYHQWRU\
DQGDVVHVVPHQWRIDOOWKHQDWLRQ¶VOHYHHVLQFOXGLQJERWKIHGHUDODQGQRQIHGHUDOOHYHHV
















VFLHQWLILFDOO\EDVHG OHYHH ULVNFODVVLILFDWLRQV\VWHP7KHV\VWHPZRXOG LQFOXGHDVSHFWV
VXFK DV WKH ZDWHU GHSWK LQ WKH HYHQW RI RYHUWRS RU EUHDFK WKH GHQVLW\ DQG W\SH RI
GHYHORSPHQW VWHSV WDNHQ WR HQVXUH IDLOXUH GRHV QRW RFFXU DQG ZDUQLQJ WLPHV DQG
HYDFXDWLRQSURYLVLRQVSS











/HYHH SURWHFWLRQ LV YHU\ LPSRUWDQW IRU PDQ\ $XVWUDOLDQ FRXQWU\ WRZQV +RZHYHU
$XVWUDOLDQVWDWHDQGIHGHUDOJRYHUQPHQWVKDYHEHHQUHOXFWDQWWRIXQGOHYHHVLQWKHSDVW
6PLWKS $XVWUDOLD WKHUHIRUH UHOLHV OHVVXSRQ OHYHHV WKDQ$PHULFD /HYHH
DGPLQLVWUDWLRQ LV DOVR OHVV GHYHORSHG ZLWK RZQHUVKLS RI DQG PDLQWHQDQFH
UHVSRQVLELOLWLHVIRUVRPHOHYHHVLQKRWGLVSXWH*DQQDZDUUD6KLUH&RXQFLODQGQR
UHJXODWLRQRIOHYHHVLQPDQ\DUHDVRI$XVWUDOLD4XHHQVODQG,QTXLU\ILQDOUHSRUWSS±
 ,I $XVWUDOLD GHFLGHV OHYHHV DUH DQ DSSURSULDWH PHDVXUH WR SUHYHQW IXWXUH IORRG
GDPDJH LW ZLOO QHHG WR VHW XS ULJRURXV DGPLQLVWUDWLYH V\VWHPV WR HQVXUH WKH ULVNV RI
IORRGLQJDUHQRWPDJQLILHG
/HYHHVKXUWRWKHUV
/HYHHV KDYH LPSDFWV RQ RWKHU IORRGSODLQ FRPPXQLWLHV %\ VWUDLJKWHQLQJ FKDQQHOV








/HYHH  UHYLHZV UHSRUW FRQVLGHUDEOH FRQFHUQV DERXW HQYLURQPHQWDO LPSDFWV ,VVXHV
LQFOXGH WKH GHFOLQH RI ULSDULDQ IORUD DQG IDXQD GHFOLQLQJ ULYHU KHDOWK GHJUDGDWLRQ RI
HVWXDULQHZHWODQGVGXHWRUHGXFHGVHGLPHQWVUHDFKLQJWKHPUHGXFHGZDWHUTXDOLW\DQG
LQFUHDVHG HURVLRQ GXH WR WKH SRZHU RI FRQILQHG IORRGZDWHUV 7KHVH HIIHFWV QRW RQO\




DQG KDYH WR EH NHSW YHJHWDWLRQIUHH IRU PDLQWHQDQFH SXUSRVHV 7KH 86$&(PDQXDO
RXWOLQLQJ OHYHHPDLQWHQDQFH UHTXLUHV OHYHHV WREH NHSW FRPSOHWHO\ IUHH RI VKUXEV DQG
WUHHV$Q\WUHHVZLWKWUXQNVJUHDWHUWKDQLQFKHVFPGLDPHWHUQHHGWREHUHPRYHG
DORQJZLWKWKHLUURRWEDOOV/HYHHWRSVDQGVLGHVQHHGWREHNHSWPRZQWRHQDEOHYLVXDO
LQVSHFWLRQ )HUWLOLVLQJ DQG ZDWHULQJ DUH UHTXLUHG WR SURPRWH JRRG VRG FRYHU DQG
HQFURDFKPHQWVVXFKDV OLYHVWRFNPXVWEHH[FOXGHG$YHJHWDWLRQ IUHH]RQHRI IHHW
PLVUHTXLUHGEH\RQGWKHWRHRIWKHOHYHH86$&(SS±$IXQFWLRQLQJ
ULSDULDQKDELWDW LVFOHDUO\QRWSRVVLEOHXQGHU WKHVHPDQDJHPHQWUHTXLUHPHQWV LI OHYHHV
DUH ORFDWHGFORVH WR ULYHUEDQNVRQERWKVLGHVRI WKH ULYHU5HPRYDORI YHJHWDWLRQFDQ
DOVR UHVXOW LQ ZDWHU TXDOLW\ LVVXHV DV LW EHFRPHV HDVLHU IRU FRQWDPLQDQWV WR HQWHU
ZDWHUZD\V
86$&(PDLQWHQDQFH UHTXLUHPHQWV FRQIOLFW ZLWK HQGDQJHUHG VSHFLHV DQG HQYLURQPHQW
OHJLVODWLRQDVZHOO DVZDWHUTXDOLW\ UHJXODWLRQV+RZHYHU LIPDLQWHQDQFH UHTXLUHPHQWV
DUH QRW FRPSOLHG ZLWK ORFDO VSRQVRUV ULVN ORVLQJ FRQVLGHUDEOH ILQDQFLDO VXSSRUW 7KH
86$&( YHJHWDWLRQ UHPRYDO SROLF\ZDV UHQHZHGDQG ULJRURXVO\ LPSOHPHQWHG IROORZLQJ




SURWHFWLRQ 7KH $6)30 GHVFULEHV OHYHHV DV DPHWKRG WKDW VKRXOG EH XVHG DV D ODVW
UHVRUW IRU H[LVWLQJ GHYHORSPHQW $6)30  S  )UHLWDJ HW DO  ZKR KDYH
ZULWWHQ D WH[W IRU D )(0$ JUDGXDWH FRXUVH LQ IORRGSODLQ PDQDJHPHQW ZULWH WKDW
µGLVFRXUDJLQJWKHXVHRIOHYHHVDVDIORRGFRQWUROPHDVXUHLVDPDMRUWKHPHRIWKLVERRN















LQ  \HDU HYHQW WKRXJK VRPHPDNH WKH SRLQW WKDW WKLV LV DOVR DUELWUDU\ DQG
WKDW UHJDUGOHVV RI WKH OHYHO RI SURWHFWLRQ OHYHHV FDQQRW EH UHOLHG XSRQ LQ WKH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DEVHQFHRI RWKHUPHDVXUHV *DOORZD\HW DO  SS ± ,/35&S
1&/6S
x $UHDV SURWHFWHG E\ OHYHHV VKRXOG EH VXEMHFW WR DGGLWLRQDOPHDVXUHV LQFOXGLQJ
PDQGDWRU\ IORRG LQVXUDQFH ZDUQLQJ DQG HYDFXDWLRQ SODQV DQG SHULRGLF
QRWLILFDWLRQ RI RZQHUV WHQDQWV DQG OHQGHUV RI SRWHQWLDO ULVNV ,/35& 
S*UDQQLVSS±
x 5LJRURXV DGPLQLVWUDWLRQ DQG D V\VWHP DSSURDFK DUH QHHGHG WR HQVXUH OHYHH
VDIHW\VHHOHYHHDGPLQLVWUDWLRQDERYH
x /HYHH GHVLJQ FDQ EH LPSURYHG ,QFRUSRUDWLRQ RI VSLOOZD\V DW VWUDWHJLF SRLQWV
ZKHUH WKHUH LV ORZHU GHQVLW\ GHYHORSPHQW FDQ HQDEOH VDIH RYHUIORZV ZKHQ
IORRGZDWHUV H[FHHG GHVLJQ KHLJKW SUHYHQWLQJ FDWDVWURSKLF OHYHH IDLOXUH
*DOORZD\HWDO$SSHQGL[&$6)30/HYHHVFDQDOVREHGHVLJQHG
VR WKH\ KDYH WKH IOH[LELOLW\ WR DFFRPPRGDWH PRGXODU LPSURYHPHQWV LI IXWXUH
FRQGLWLRQVFKDQJH*DOORZD\HWDOSS$GYHUVHLPSDFWVRIOHYHHV
DQG GHYHORSPHQW QHHG WR EH HYDOXDWHG EHIRUH SURMHFW DSSURYDO DQG SODQV WR
PLWLJDWHWKHVHVKRXOGEHLQFRUSRUDWHG$6)30
x /HYHHVHWEDFNLVDPHWKRGWKDWFDQFRQVLGHUDEO\UHGXFHWKHQHJDWLYHLPSDFWVRI
OHYHHV /HYHH VHWEDFNPHDQV WKH OHYHH LV SODFHG IXUWKHU DZD\ IURP WKH ULYHU
DOORZLQJIRUPRUHQDWXUDOPHDQGHULQJDQGHVWDEOLVKPHQWRIULSDULDQKDELWDW7KLV
µURRPIRUULYHUV¶VWUDWHJ\FDQUHGXFHIORRGKHLJKWDQGYHORFLW\ZKLFKLQWXUQFDQ
UHGXFH RSHUDWLRQ DQG PDLQWHQDQFH GHPDQGV /HYHH VHWEDFN LQFUHDVHV WKH
µRSHUDWLRQDOIOH[LELOLW\¶RIWKHZDWHUPDQDJHPHQWV\VWHPE\LQFRUSRUDWLQJJUHDWHU
UHGXQGDQF\ $QRWKHU DGYDQWDJH RI OHYHH VHWEDFN LV WKDW LW HQDEOHV D
PXOWLIXQFWLRQ DSSURDFK VR WKDW IORRG GDPDJH UHGXFWLRQ FDQ EH FRPELQHG ZLWK
FRPPXQLW\RSHQVSDFHUHFUHDWLRQZDWHUTXDOLW\DQGVXSSO\DQGSURYLGHKDELWDW




WKDW WKLV LV EHFDXVH WKH 8QLWHG 6WDWHV LV SUHRFFXSLHG ZLWK IORRG IUHTXHQF\ ZKLOH WKH
1HWKHUODQGV LV PRUH FRQFHUQHG DERXW WKH SRWHQWLDO FRQVHTXHQFHV RI VHYHUH IORRG
HYHQWVZKLFKFDQFRVWPXFKPRUHWKDQSXWWLQJLQSODFHDGHTXDWHSUHYHQWLRQPHDVXUHV
+LJK SRSXODWLRQ GHQVLW\ DOVR PHDQV WKDW WKH FRVWV RI FRQVWUXFWLQJ VXIILFLHQWO\ UREXVW
OHYHHV DQG G\NHV DUH VKDUHG E\ D JUHDWHU QXPEHU RI SHRSOH LQ WKH 1HWKHUODQGV
NPWKDQLQPRUHVSDUVHO\SRSXODWHGFRXQWULHV OLNH$PHULFDNPRU$XVWUDOLD
NP+RZHYHUHYHQ WKH1HWKHUODQGV UHFRJQLVHV WKH OLPLWDWLRQVRIG\NHVIRU IORRG
SURWHFWLRQDQGLVLPSOHPHQWLQJOHYHHVHWEDFNSURJUDPV
/HYHHVKDYHSOD\HGVXFKDSURPLQHQW UROH LQ86IORRGSURWHFWLRQ WKDW WKHSUREOHPVRI
UHO\LQJRQWKLVPHWKRGDUHQRZFOHDUO\YLVLEOH,W LVSHUKDSVIRUWXQDWHWKDW$XVWUDOLDKDV











5HVLGXDO ULVNSURYLVLRQV LQ WKH)ORRG ,QVXUDQFH5HIRUP%LOOZHUHVWURQJO\RSSRVHGDQGZHUH
UHPRYHGLQRUGHUIRUWKH)ORRG,QVXUDQFH5HIRUP$FWWREHSDVVHG
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
NPRI WKHVWUHDPEHLQJVWXGLHGDQGWKLVEHFDPHDNH\GHYHORSPHQW WRRO IRU WKH
EDVLQXQWLOWKHPLGV:ULJKWSS±
$Q DOWHUQDWLYH PHWKRG EDVHG RQ DYHUDJH UHWXUQ LQWHUYDO ZDV ODWHU GHYHORSHG E\ WKH
:DWHU 5HVRXUFHV &RXQFLO DQG LQ  WKH &RXQFLO SXEOLVKHG LWV ILUVW JXLGH IRU
GHWHUPLQLQJ IORRG IORZ IUHTXHQFLHV 7KH VHFRQG UHYLVLRQ SXEOLVKHG LQ  LV WKH
VWDQGDUGJXLGHXVHGE\JRYHUQPHQWDJHQFLHVWRGD\:ULJKWS




VWDWLVWLFDO IRXQGDWLRQV¶5DWKHU LW UHSUHVHQWV D FRPSURPLVH WKDW EDODQFHV IORRG ORVVHV
DJDLQVW H[FHVVLYH IORRGSODLQ UHJXODWLRQ *DOORZD\HW DO :ULJKW  SS 
+LUVFKHWDOS7KLVLVRIUHOHYDQFHWR$XVWUDOLDDVPRVWSODQQLQJVFKHPHV
KDYHIROORZHG$PHULFD¶V OHDGLQDGRSWLQJWKHLQIORRGDVDGHYHORSPHQWWRRO$Q




$PHULFDQ VRXUFHV UHYHDO FRQVLGHUDEOH LVVXHV ZLWK WKH DFFXUDF\ RI WKH  LQ  \HDU
VWDQGDUG)DUIURPEHLQJVWDEOHLWLVULGGOHGZLWKXQFHUWDLQWLHV

x 6KRUW WHUP UHFRUGV7KHUH LVD ODFNRI ORQJWHUPEDVHOLQHGDWD IRU SUHFLSLWDWLRQDQG









x )ORRGV OHDG WR UHFDOFXODWLRQV 7KH  LQ  IORRG LV GHWHUPLQHG RQ SDVW IORRG




x ,PSURYHG WHFKQLTXHV &DOFXODWLRQ WHFKQLTXHV DQG GDWD FROOHFWLRQ LPSURYH DQG
WKLVDOVROHDGVWRUHYLVLRQVRIWKHLQIORRG,QWKHORZHU0LVVRXUL5LYHUIORRG
KHLJKWV IRU WKH  LQ  \HDU HYHQW ZHUH UHFDOFXODWHG DV EHLQJ  IHHW P
KLJKHULQVRPHDUHDVDQGIHHWPORZHULQRWKHUV,/35&S
x %DVHGRQDVVXPSWLRQV7KHPHWKRGVE\ZKLFKIORRGPDJQLWXGHLVSUHGLFWHGIORZ
IUHTXHQF\ DQDO\VLV UHJLRQDO UHJUHVVLRQ HTXDWLRQV DQG GHVLJQ VWRUP UXQRII
PRGHOVDOOLQFRUSRUDWHDVVXPSWLRQVDQGXVHLPSHUIHFWGDWD/DUVRQS
*ULJJHWDOSS±
x )XWXUH FRQGLWLRQV )XWXUH FKDQJHV VXFK DV GHYHORSPHQW DQG FOLPDWH FKDQJH
DOWHU D FDWFKPHQW¶V K\GURORJLFDO FRQGLWLRQV 7KLVPHDQV WKDW ZKDW ZDV RQFH D
LQ\HDUHYHQWPD\QRZEHDPRUHIUHTXHQWRFFXUUHQFH,QWKHFDVHRIRQH
EDVLQGHYHORSPHQWFDXVHGDVHYHQ\HDUHYHQW WREHFRPHDQDQQXDORQHDQG
ZKDWZDVRQFHD LQ\HDUHYHQWQRZRFFXUV LQ\HDUV /DUVRQ
S*DOORZD\S)UHLWDJHWDOSS±
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
x 8QGHUHVWLPDWHV RI PDJQLWXGH µ7KH JHQHUDO WUHQG IRU IORRG IORZV >LV@ WR EH
JUHDWHUWKDQDQWLFLSDWHG¶*DOORZD\HWDOS6WUHDPIORZGDWDUHFRUGHG
IRU WKH 0LVVRXUL 5LYHU VLQFH  LQGLFDWH QLQH RXW RI WKH WRS  UHFRUGV IRU
KLJKHVW UXQRII KDYH RFFXUUHG LQ WKH \HDUV IROORZLQJ  *ULJJ HW DO 
SS± 6XFK ILQGLQJV DUH QRW FRQILQHG WR D VLQJOH EDVLQ *DOORZD\ 
S
7R DGGUHVV XQFHUWDLQW\ UHODWLQJ WR SUHFLSLWDWLRQ IUHTXHQF\ HVWLPDWHV WKH 1DWLRQDO
:HDWKHU6HUYLFHKDV VWDUWHG WRSXEOLVKHVWLPDWHVRI XQFHUWDLQW\ IRU GLIIHUHQW ORFDOLWLHV
7KH ,QWHUDJHQF\/HYHH3ROLF\5HYLHZ&RPPLWWHH IRXQG WKHVHHVWLPDWHVPDNH LW FOHDU
WKDWUHDOXQFHUWDLQWLHVH[LVWµXQFHUWDLQWLHVDUHRQWKHRUGHURISOXVRUPLQXVSHUFHQWLQ
WKH XSSHU DQG ORZHU SHUFHQW FRQILGHQFH LQWHUYDOV LQ H[WUHPH FDVHV¶ ,/35& 
S
:KLOH WKH  LQ  \HDU IORRGJLYHV D SOHDVDQW LPSUHVVLRQ RI FHUWDLQW\ WKLV LV QRW WKH
FDVH:KHWKHU LWEHGXHWR LPSHUIHFWGDWDXUEDQLVDWLRQRUFOLPDWHFKDQJH WKH µOLQHRQ
WKHPDS¶FDQPRYH5HOLDQFHE\SODQQHUVRQDVWDQGDUGWKDWLVWRRORZFDQSODFHPDQ\
SHRSOHDWXQDFFHSWDEOHULVNIURPIORRGLQJ







WR GLVFDUG DV DFFRUGLQJ WR GDP RSHUDWLRQDO PDQXDOV µD IORRG LV WDNHQ WR FRPPHQFH
ZKHQ WKH GDP UHDFKHV SUHVFULEHG OHYHOV DERYH WKH IXOO VXSSO\ OHYHOV¶ 4XHHQVODQG
,QTXLU\ LQWHULPUHSRUWS0RUHRYHUDW WKHVWDUWRI WKH±IORRGVFDWFKPHQWV
ZHUHDOUHDG\VDWXUDWHGVROLWWOHZDWHUZRXOGKDYHEHHQORVWWRWKHJURXQG4XHHQVODQG
,QTXLU\LQWHULPUHSRUWS:KLOHWKHUHZHUHRWKHUFRQFHUQVZLWKWKHPHVWLPDWH
WKLV GHPRQVWUDWHV WKH SDUW WKDW DVVXPSWLRQV FDQSOD\ LQ HVWDEOLVKLQJ DQ DFFXUDWH  LQ
\HDUIORRGOLQH
,Q DQRWKHU $XVWUDOLDQ H[DPSOH IURP:DJJD:DJJD D IORRG VWXG\ FRQGXFWHG LQ 
GHWHUPLQHG WKDW WKH IORRGZKLFKKDGSUHYLRXVO\EHHQFRQVLGHUHGD LQ \HDU






RFFXU RXWVLGH WKH GHVLJQDWHG \HDU IORRGSODLQ D FOHDU LQGLFDWLRQ WKDW WKH  LQ 
\HDUOLQHVPDUNHGRQFXUUHQW86IHGHUDOIORRGLQVXUDQFHPDSVDUHOLNHO\WREHLQDFFXUDWH





,QWHUDJHQF\/HYHH3ROLF\5HYLHZ&RPPLWWHH ORRNVDW)(0$ IORRGPDSVDQG]RQHV LQ
WKHFRQWH[WRIOHYHHV,/35&
$FFRUGLQJWRWKH&DOLIRUQLDUHYLHZLWLVLPSRUWDQWIRUIORRGPDSVWRPDSWKHGLVWULEXWLRQRI
ULVN QRWLQJ WKDW GHSWK LV FRUUHODWHGZLWKGHJUHHRI GDPDJH6LPSO\PDUNLQJD IORRG¶V
H[WHQWLVQRWVXIILFLHQW)XUWKHUWKHUHSRUWDUJXHVWKDWPDSVQHHGWRLQFOXGHERWKFXUUHQW
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
DQG IXWXUHGHYHORSPHQW LQFOXGLQJ LQKDELWDQWVVWUXFWXUHVDQG LQIUDVWUXFWXUHDVZHOODV
FXUUHQWDQGIXWXUHFRQVHTXHQFHVRIIORRGLQJ*DOORZD\HWDOSS±
7KHDSSURSULDWHQHVVRIWKHLQ\HDUVWDQGDUGDVDGHYHORSPHQWWRRO
0DQ\DXWKRUVSRLQWRXWWKDW WKH LQ\HDUIORRGZDVQHYHU LQWHQGHGWREHDVDIHW\
VWDQGDUGDQGWKDWLWLVLQDGHTXDWHIRUWKLVSXUSRVH7KHGHJUHHRISURWHFWLRQLWSURYLGHV
LVQRWFRQVLVWHQWZLWKRWKHUVDIHW\VWDQGDUGVVXFKDV WKRVHIRUILUHGDPVDLUFUDIWDQG
QXFOHDU SRZHU SODQWV $FFRUGLQJ WR WKH $6)30 XVLQJ WKH  LQ  \HDU IORRG ZRXOG
PRYH IORRG KD]DUG PDQDJHPHQW FORVHU WR FXUUHQW VWDQGDUGV IRU ILUH VDIHW\ $6)30
SS±
7KH DSSURSULDWHQHVV RI WKH  LQ  \HDU IORRGDV D GHYHORSPHQW WRRO KDV DOVR EHHQ
TXHVWLRQHGRQWKHEDVLVRIVWDWLVWLFDODQDO\VLV7KH1DWLRQDO&RPPLWWHHIRU/HYHH6DIHW\
GRHV WKLVE\ FRQYHUWLQJ IORRGVRI GLIIHUHQW UHFXUUHQFH LQWHUYDOV WR WKHDYHUDJH\HDU
PRUWJDJH ,I XVLQJ WKH  LQ  \HDU IORRG D SHUVRQ ZRXOG KDYH D  FKDQFH RI
H[SHULHQFLQJ D IORRG RI WKDW PDJQLWXGH RYHU WKH OLIH RI WKH PRUWJDJH ZKLFK LV
XQDFFHSWDEO\KLJK,WLVRQO\ZKHQDSURSHUW\LVVLWHGDWWKHLQ\HDUIORRGOLQHWKDW
WKHULVNRIEHLQJIORRGHGGXULQJD\HDUPRUWJDJHUHGXFHVWRDPRUHDFFHSWDEOH
1&/6  S  7KLV DVVXPHV WKH OLQH RQ WKH PDS UHPDLQV VWDEOH GXULQJ WKH
\HDUSHULRG
6RPHVRXUFHVQRWHWKDWRIIORRGGDPDJHVDUHIRUSURSHUWLHVRXWVLGHWKH\HDU
IORRGSODLQPRVWO\ LQ WKH]RQHEHWZHHQWKH LQ\HDUDQG LQ\HDUIORRG OLQHV
*DOORZD\HWDO:KHWKHURUQRWWKLV LVEHFDXVHWKHPDSSHGLQ\HDUIORRG




GHQVHO\ SRSXODWHG XUEDQ DUHDV 7KLV LV SDUWO\ EHFDXVH HYDFXDWLRQ FDQ EH KDUGHU WR
DFKLHYHTXLFNO\LQXUEDQDUHDVDQGSDUWO\EHFDXVHWKHFRQVHTXHQFHVRIXUEDQIORRGLQJ
DUHKLJKHU LQ WHUPVRIGDPDJHVWKRXJKDV$6)30SRLQWVRXW WKHUHDUHVRFLDOHTXLW\
LVVXHVZLWKDSSO\LQJGLIIHUHQWVWDQGDUGVIRUSXUHO\HFRQRPLFUHDVRQV0RVWDGYLVHXVLQJ
WKHLQ\HDUIORRGHYHQWIRUXUEDQFHQWUHVWKRXJKVRPHIDYRXUXVLQJWKH6WDQGDUG
3URMHFW )ORRG DQ H[SODQDWLRQ RI WKLV WHUP LV IRXQG LQ WKH VHFWLRQ RQ OHYHHV ,/35&
 SS  ± *DOORZD\ HW DO  SS ± 12/$ WK UHSRUW SS  
&RPPLWWHHRQ1HZ2UOHDQV5HJLRQDO+XUULFDQH3URWHFWLRQ3URMHFWVS$6)30
SS±7KH LQ\HDU IORRGHYHQW LV MXVWDVDUELWUDU\DV WKH LQ\HDU
VWDQGDUG EXW LW SURYLGHV D JUHDWHU PDUJLQ RI HUURU RI XVH IRU DGDSWLQJ WR IXWXUH
XQFHUWDLQWLHVVXFKDVFOLPDWHFKDQJHDQGFRQWLQXLQJGHYHORSPHQW
3UREOHPVZLWKXVLQJWKHLQ\HDUHYHQWDVDµEODQNHW¶FULWHULRQDUHDOVRPHQWLRQHG
E\ VRPH VRXUFHV ZLWK WKH FRQVHTXHQFHV RI IORRGLQJ QRW QHFHVVDULO\ UHIOHFWHG E\ D
VLPSOH OLQH UHSUHVHQWLQJ DUHDO IORRG H[WHQW ,Q VRPH DUHDV D  LQ  IORRGPD\ EH
UHODWLYHO\VKDOORZDQGWKHGLIIHUHQFHEHWZHHQLWDQGDLQ\HDUIORRGRQO\DPDWWHU
RI FHQWLPHWUHV ,I WKH WHUUDLQ LV IODW D IORRG PD\ EH ZHHNV LQ FRPLQJ JLYLQJ DPSOH




GLIIHUHQFH EHWZHHQ D \HDU IORRG OHYHO DQG WKH SUREDEOH PD[LPXP IORRG FDQ EH
PHDVXUHG LQ FHQWLPHWUHV IRU PRVW 16: IORRGSODLQV 7KXV DGDSWLQJ WR KLJKHU IORRG
IUHTXHQFLHV PD\ RQO\ UHTXLUH PLQLPDO DGMXVWPHQWV ± IRU H[DPSOH RI IORRU KHLJKW
UHTXLUHPHQWVLQPDQ\DUHDVRI$XVWUDOLD%75(S
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
$OO UHYLHZV LQFOXGLQJ WKH86$&( UHYLHZ LQWR+XUULFDQH.DWULQD QRWLQJ WKDW86$&( LV
WKH IHGHUDO DJHQF\ SULPDULO\ UHVSRQVLEOH IRU OHYHH GHVLJQ DQG FRQVWUXFWLRQ ILQG WKDW
DSSURSULDWHGHYHORSPHQW VLWLQJDQGEXLOGLQJ FRGHVDUHRINH\ LPSRUWDQFH IRU UHGXFLQJ
IORRGGDPDJHV1&/6S*DOORZD\HWDOSS ,/35&
SS ,-&S&RPPLWWHHRQ1HZ2UOHDQV5HJLRQDO+XUULFDQH3URWHFWLRQ
3URMHFWV  SS ± 7KH VHOHFWLRQ RI WKH ULJKW SODQQLQJ WRRO WR DFKLHYH WKLV LV
FUXFLDO 'XH WR XQFHUWDLQWLHV LQKHUHQW LQ GHWHUPLQLQJ WKH  LQ  IORRG OLQH LW VHHPV
SUXGHQWWRDOORZDPDUJLQRIHUURULQFDVHWKHOLQHPRYHV7KLVLVPRUHFULWLFDO LQDUHDV
ZKHUH WKH GLIIHUHQFH EHWZHHQ IORRGV RI GLIIHUHQW IUHTXHQFLHV LV JUHDW DQG LQ DUHDV
VXEMHFWWRKLJKOHYHOVRIIXWXUHGHYHORSPHQW4XHHQVODQG5HFRQVWUXFWLRQ$XWKRULW\IORRG
PDSVWKDWFRPELQHGDWDIURPKLVWRULFDOIORRGHYHQWVZLWKHYLGHQFHRIIORRGH[WHQWIURP
WKH JHRORJLFDO UHFRUG FRPSHQVDWH IRU $XVWUDOLD¶V VKRUWWHUP UHFRUGV DQG KDYH JUHDW
SRWHQWLDO WR LQFUHDVHDZDUHQHVVDERXW WKH WUXHH[WHQW RI$XVWUDOLD¶V IORRGSODLQV ,Q WKH
OLJKW RI VLJQLILFDQW IORRG GDPDJH WR XUEDQ FHQWUHV OLNH %ULVEDQH $XVWUDOLD VKRXOG DOVR
UHFRQVLGHUKRZDSSURSULDWHWKHLQVWDQGDUGLVIRUXUEDQDUHDV
 7KH1DWLRQDO)ORRG,QVXUDQFH3URJUDP1),3
7KH 8QLWHG 6WDWHV LQWURGXFHG D IHGHUDOEDFNHG LQVXUDQFH VFKHPH LQ  XQGHU WKH








 7KLV SURKLELWHG IHGHUDO DJHQFLHV IURP SURYLGLQJ FRPPXQLWLHV ZLWK DVVLVWDQFH LQ
IORRGSODLQ DFTXLVLWLRQ RU FRQVWUXFWLRQ XQOHVV WKH\ SDUWLFLSDWHG LQ WKH SURJUDP 7KHVH




7KH1),3ZDVQRW D WULYLDO XQGHUWDNLQJ:ULJKW QRWHV WKDW EDUULQJ VRFLDO VHFXULW\
IORRGLQVXUDQFHUHSUHVHQWVWKHODUJHVWSRWHQWLDOGHPDQGRQWKH)HGHUDO7UHDVXU\S
,Q HIIHFW ZKLOH ODQGXVH SODQQLQJ LV D VWDWH DQG ORFDO JRYHUQPHQW UHVSRQVLELOLW\ WKH
1DWLRQDO )ORRG ,QVXUDQFH 3URJUDP KDV HQDEOHG IHGHUDO LQYROYHPHQW LQ GHYHORSPHQW
FRQWUROWKURXJKWKHSURYLVLRQRILQFHQWLYHV7KRVHZKRYROXQWDULO\SDUWLFLSDWHDUHVXEMHFW
WRPDQGDWRU\SURYLVLRQVDQGLQUHWXUQUHFHLYHIORRGLQVXUDQFH
,Q $XVWUDOLD WKH IHGHUDO JRYHUQPHQW LV XQGHUWDNLQJ LWV ILUVW DWWHPSW DW IDFLOLWDWLQJ
LPSURYHGODQGXVH7KH6WDQGLQJ&RXQFLORQ3ROLFHDQG(PHUJHQF\0DQDJHPHQWPDGH
XS RI &RPPRQZHDOWK DQG VWDWH JRYHUQPHQW PLQLVWHUV LV FXUUHQWO\ FRQVLGHULQJ WKH
µ(QKDQFLQJ 'LVDVWHU 5HVLOLHQFH LQ WKH %XLOW (QYLURQPHQW 5RDGPDS¶ WR LPSURYH WKH




DVSHFWV VXFK DV WKH DGHTXDF\ RI WKH  LQ  \HDU IORRG VWDQGDUG FRPPXQLW\
FRPSOLDQFH EXLOGLQJ VWDQGDUGV LPSDFWV RI WKH SURJUDP RQ GHYHORSPHQW DQG WKH
HQYLURQPHQW DV ZHOO DV VSHFLILF LQVXUDQFH LVVXHV VXFK DV PDQGDWRU\ LQVXUDQFH
SXUFKDVHDQGDFWXDULDOVRXQGQHVV
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
7KH1),3KDVEHHQZLGHO\FULWLFLVHG IRUFUHDWLQJDSHUYHUVH LQFHQWLYH WKDWHQFRXUDJHV
GHYHORSPHQWLQIORRGSURQHDUHDV7KH1),3¶VDGRSWLRQRIWKHLQ\HDUIORRGHYHQW
WR GHWHUPLQH ZKHUH WR DSSO\ PDQGDWRU\ LQVXUDQFH UHTXLUHPHQWV DQG GHYHORSPHQW
FRQWUROVKDVUHVXOWHGLQGHYHORSPHQWWKDWFOXVWHUVMXVWRXWVLGHWKHPDSSHGLQ\HDU
IORRGOLQH
/HYHHG DUHDV DUH DOVR H[HPSW IURP WKHVH UHTXLUHPHQWV LI FHUWLILHG DV GHVLJQHG WR
ZLWKVWDQGDLQ\HDUIORRG7KLVKDVUHVXOWHGLQOHYHHVEHLQJEXLOWIRUWKHH[SUHVV
SXUSRVHRIH[FLVLQJODQGIURPWKHRIILFLDOIORRGSODLQWRDYRLGLQVXUDQFHDQGGHYHORSPHQW
FRQWURO HQFXPEUDQFHV 7KXV GHYHORSHUV FDQ EXLOG SURSHUWLHV WR ORZHU DQG FKHDSHU
VWDQGDUGV WR PD[LPLVH VKRUW WHUP HFRQRPLF UHWXUQV ZKLOH ORFDO JRYHUQPHQWV FDQ
LQFUHDVH WKHLU WD[ EDVH RU DFKLHYH KLJKHU UDWHV IURP QHZO\ µSURWHFWHG¶ PRUH YDOXDEOH




HW DO  S  7KLV FDQ GLVFRXUDJH WKH LPSOHPHQWDWLRQ RI RWKHU IORRGPLWLJDWLRQ
PHDVXUHV VXFK DV LPSURYHG EXLOGLQJ VWDQGDUGV DQG IORRGSURRILQJ ,Q WKH FDVH RI




3ULRU WR WKH1),3 OHYHH FRQVWUXFWLRQZDVPXFKPRUH UREXVW DQG IHGHUDO OHYHHVZHUH
EXLOW WR ZLWKVWDQGPXFK KLJKHU OHYHOV RI IORRGLQJ JHQHUDOO\ DURXQG WKH  LQ  \HDU




S  6RPH  ELOOLRQ RI VWUXFWXUHV DQG FRQWHQWV DUH HVWLPDWHG WR EH SURWHFWHG
EHKLQG OHYHHV LQ $PHULFD UHSUHVHQWLQJ D FRQVLGHUDEOH H[SRVXUH WR ULVN2QO\ RI
VWUXFWXUHVEHKLQGOHYHHVKDYHIORRGLQVXUDQFHDQGPRVWRIWKHVHDUHQRWFRYHUHGWRWKH
FRPSOHWHYDOXHRIWKHSURSHUW\1&/6S
:ULJKW SURYLGHV DQ H[DPSOH RI WKH UHJUHVVLRQ RI GHYHORSPHQW SODQQLQJ WKDW RFFXUUHG
DIWHUWKH1),3ZDVILUVWLQWURGXFHG7KH7HQQHVVHH9DOOH\$XWKRULW\KDGHVWDEOLVKHGWKH
µUHJLRQDO IORRG¶DV WKH WRRO WRGHWHUPLQHZKHUHGHYHORSPHQWVKRXOGEHVLWHG7KLVZDV
EDVHGRQWKHODUJHVWNQRZQIORRGZLWKLQ±PLOHV±NPRIWKHVWUHDPEHLQJ
VWXGLHG:KHQWKH1),3ZDVLPSOHPHQWHGWKHLQIORRGZDVIRXQGWREHORZHUWKDQ
WKH UHJLRQDO IORRG 'HVSLWH DGYLFH IURP WKH 79$ WKH ORZHU VWDQGDUG ZDV DOPRVW
XQLYHUVDOO\DGRSWHGE\ORFDORIILFLDOV:ULJKWSS±
<HWVRXUFHVPDNHLWFOHDUWKDWWKHLQHYHQWLVLQVXIILFLHQWWRSURWHFWIURPIORRGLQJ
6RPHRI IORRGGDPDJHRFFXUVGXH WR IORRGV WKDWH[FHHG WKH LQ\HDUHYHQW



















7KH 1),3 DV ZHOO DV SURPRWLQJ WKH XVH RI QRQVWUXFWXUDO IRUPV RI IORRG FRQWURO KDV
HYROYHGRYHUWLPHWRLQFRUSRUDWHLQFHQWLYHVDQGDGGUHVVGHILFLHQFLHV2QHRIWKHVHLVWKH
&RPPXQLW\ 5DWLQJ 6\VWHP ZKLFK ZDV LQWURGXFHG LQ  ,W SURYLGHV LQVXUDQFH
SUHPLXPUHGXFWLRQVRIXSWRIRUFRPPXQLWLHVWKDWDUHGRLQJPRUHWKDQWKHPLQLPXP
WR SURWHFW DJDLQVW IORRG ORVVHV :ULJKW  S  7KH UHFHQW UHYLHZ RI WKH 1),3
VXJJHVWVWKDWDVZHOODVSURYLGLQJLQFHQWLYHVRQDFRPPXQLW\VFDOHWKH&56QHHGVWR
SURYLGHLQFHQWLYHVWRLQGLYLGXDOV
5HIRUPV RI WKH 1),3 IROORZLQJ WKH  IORRG SURYLGHG IRU WKH SURYLVLRQ RIPLWLJDWLRQ
LQVXUDQFH 7KLV SURYLGHV VXSSOHPHQWDU\ LQVXUDQFH SD\RXWV WKDW HQDEOH UHEXLOGLQJ
DFWLYLWLHV WR FRPSO\ZLWK FXUUHQW EXLOGLQJ FRGHVWDQGDUGV(OLJLEOHH[SHQGLWXUH LQFOXGHV
WKH FRVW RI HOHYDWLQJ GHPROLVKLQJ IORRGSURRILQJ RU UHORFDWLQJ VXEVWDQWLDOO\ GDPDJHG
EXLOGLQJV,)05&SS±:ULJKWS
$QRWKHU UHIRUP LQWURGXFHG DW WKH VDPH WLPH UHTXLUHG WKDW VXEVWDQWLDOO\ GDPDJHG
SURSHUWLHVRIEXLOGLQJYDOXHRUPRUHVXVWDLQHGLQDVLQJOHHYHQWEHHOHYDWHGWRWKH





$XVWUDOLD¶V UHFHQW 1DWLRQDO 'LVDVWHU ,QVXUDQFH 5HYLHZ UHFRPPHQGHG WKDW $XVWUDOLD
DGRSW PDQGDWRU\ IORRG LQVXUDQFH DQG WKDW WKLV EH VXEVLGLVHG E\ WKH &RPPRQZHDOWK
JRYHUQPHQW 7KLV UHFRPPHQGDWLRQ ZDV QRW DFFHSWHG ,Q YLHZ RI WKH SRWHQWLDO IRU
SHUYHUVH LQFHQWLYHV WR RFFXU LI LQH[SHUWO\ LPSOHPHQWHG FRXSOHG ZLWK WKH SRWHQWLDO IRU
KXJHGHPDQGVRQWKHIHGHUDO%XGJHWLIQRWDFWXDULDOO\VRXQGWKHUHDUHJRRGUHDVRQVIRU









)HGHUDO LQYROYHPHQW LQ GLVDVWHU UHOLHI LV DFWLYDWHG LI WKH 3UHVLGHQW GHFODUHV D µPDMRU
GLVDVWHU¶IROORZLQJDIRUPDOUHTXHVWE\DVWDWHJRYHUQPHQW7KHIHGHUDOJRYHUQPHQWZLOO
WKHQ DJUHH WR VXSSOHPHQW VWDWH DQG ORFDO UHOLHI DQG UHFRYHU\ HIIRUWV 7KH QXPEHU RI
PDMRU GLVDVWHU GHFODUDWLRQV KDV EHHQ LQFUHDVLQJ 7KH\ KDYH DOPRVW GRXEOHG LQ UHFHQW
GHFDGHV IURP  LQ WKH V WR  SHU \HDU LQ WKH V 6WXGLHV VXJJHVW WKDW E\
SROLWLFLVLQJ GLVDVWHUV DQG GLVDVWHU YLFWLPV VWDWHV DQG WKH PHGLD KDYH VXFFHVVIXOO\
/LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
H[HUWHG SUHVVXUH IRUPDMRU GLVDVWHU GHFODUDWLRQV WR EHPDGH IRU VPDOOHU VFDOH HYHQWV
:ULJKWSS±±,)05&SS±
0DQ\H[SUHVVFRQFHUQ WKDW WRRPXFKIHGHUDOVXSSRUWFDQKDYHQHJDWLYHFRQVHTXHQFHV
*HQHURXVGLVDVWHU VXEVLGLHV FDQ LQFUHDVHVWDWH DQG ORFDO JRYHUQPHQWGHSHQGHQF\ DQG
UHGXFHWKH LPSHUDWLYH IRU WKHPWR LQYHVW LQGLVDVWHUSUHYHQWLRQDQGSUHSDUHGQHVV:KLOH
DFFHSWLQJ WKH EHQHILWV RI RFFXS\LQJ IORRGSODLQV WKH FRVWV RI RFFXS\LQJ WKDW ODQG DUH
H[WHUQDOLVHG WR IHGHUDO JRYHUQPHQWV DQG WD[SD\HUV 6WDWH DQG ORFDO JRYHUQPHQWV DUH
UHVSRQVLEOH IRU ODQG XVH LQ WKH 8QLWHG 6WDWHV DQG WKH LPSOHPHQWDWLRQ RI GHYHORSPHQW
FRQWUROV LV ZLGHO\ KHOG WR EH WKH PRVW HIIHFWLYH IORRGSUHYHQWLRQ WRRO 7KHUH LV D
IXQGDPHQWDO GLVFRQQHFW LI WKRVH UHVSRQVLEOH IRU LPSOHPHQWLQJ GHYHORSPHQW FRQWUROV DUH




ZDV ILUVW SURYLGHGE\ WKH7HQQHVVHH9DOOH\$XWKRULW\ZKHQ LW GHYHORSHGDSURJUDP WR
LPSOHPHQW*LOEHUW:KLWH¶VFRQFHSWVRQDOWHUQDWLYHIORRGFRQWURO
7KH 79$¶V µH[SHULPHQWDO SURJUDP¶ LGHQWLI\LQJ IORRG SURQH DUHDV DQG





IORRG GDPDJHV FRQWLQXHG WR JURZ 'HVSLWH H[WHQVLYH LQYHVWPHQW E\ WKH IHGHUDO
JRYHUQPHQW LQVWUXFWXUDO IORRGFRQWURO IORRGGDPDJHFRVWVGRXEOHGEHWZHHQDQG
GXHWRSHRSOHFRQWLQXLQJWRVHWWOHLQIORRGSURQHDUHDV:ULJKWS
,WZDVQRWXQWLOWKDW&RQJUHVVEHJDQWRSURYLGHDGHTXDWHVXSSRUWIRUQRQVWUXFWXUDO
PHDVXUHV 7KLV ZDV HQDEOHG WKURXJK WKH:DWHU 5HVRXUFHV 'HYHORSPHQW $FW 
ZKLFK UHTXLUHG QRQVWUXFWXUDO IORRG FRQWURO DOWHUQDWLYHV WR EH FRQVLGHUHG E\ DOO IHGHUDO
DJHQFLHV7KH$FWDOVR UHTXLUHG WKDWDJHQFLHVPHHWDW OHDVWRI WKHFRVWVRIQRQ
VWUXFWXUDOPHDVXUHV:ULJKWS
7KH IORRGV LQ WKHXSSHU0LVVLVVLSSL FDXVHGDQRWKHUPDMRU VKLIW LQGLVDVWHU UHOLHI
:ULJKW UHSRUWV WKDW WKHUH ZDV D µFRQVHQVXV WKDW UHEXLOGLQJ RU UHVWRULQJ WR SUHIORRG
FRQGLWLRQV ZDV QRW DQ DFFHSWDEOH SROLF\ SRVLWLRQ¶ S  (DUO\ DWWHPSWV WR LQWHJUDWH
PLWLJDWLRQ LQWR UHFRYHU\ ZHUH QRW ZKROO\ VXFFHVVIXO GXH WR WKH VSHHG ZLWK ZKLFK
UHFRYHU\PHDVXUHVQHHGWREHLPSOHPHQWHGIROORZLQJDGLVDVWHUDQGWKHWLPHUHTXLUHG
WR DVVHVV DSSURSULDWH RSWLRQV ± VRPHZKDW UHPLQLVFHQW RI FXUUHQW $XVWUDOLDQ SUREOHPV
ZLWKLPSOHPHQWLQJµEHWWHUPHQW¶&RPULHS
'XULQJWKHVUHFRYHU\DQGPLWLJDWLRQLQFUHDVLQJO\EHFDPHLQWHJUDWHGDQGLQVRPH
GLVDVWHUV EHFDPH RQH DQG WKH VDPH5HFRYHU\ IXQGLQJ WRRN WKH IRUPRI SXUFKDVHRI
GDPDJHG RU GHVWUR\HG SURSHUW\ UHEXLOGLQJ DZD\ IURP IORRG KD]DUGV DQG UHGXFLQJ
H[SRVXUHRIUHEXLOGVWKURXJKPHDVXUHVVXFKDVHOHYDWLRQRIVWUXFWXUHV:LWKWKH+D]DUG
0LWLJDWLRQDQG5HORFDWLRQ$VVLVWDQFH$FWPLWLJDWLRQIXQGLQJLQFUHDVHGDQGRI
DOO IHGHUDO GLVDVWHU FRVWVZHUH UHTXLUHG WR EH VSHQW RQPLWLJDWLRQ$V D FRQVHTXHQFH
WKRXVDQGV RI SURSHUWLHV KDYH EHHQ HOHYDWHG DFTXLUHG RU UHORFDWHG ,Q WKH FDVH RI
*UDIWRQ 9DOPH\HU 5KLQHODQG DQG 3DWWRQVEXUJ ZKROH FRPPXQLWLHV ZHUH UHORFDWHG
:ULJKWSS±
+HDO\DQG0DOKRWUDPDNH WKHSRLQW WKDWYRWHUV WHQG WR UHZDUGGLVDVWHU UHOLHIPRUH WKDQ
GLVDVWHUSUHYHQWLRQSUHSDUDWLRQ$PRQJWKHUHDVRQVIRUWKLVDUHWKDW LQWKHIRUPHUIXQGV
WHQG WR EH GLUHFWHG WRZDUGV FRPPXQLW\VFDOH SURMHFWV WKH EHQHILWV RI ZKLFK DUH QRW
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
LPPHGLDWHO\ UHDOLVHG 5HOLHI SD\PHQWV RQ WKH RWKHU KDQG WHQG WR EH SDLG GLUHFWO\ WR
LQGLYLGXDOVDQGDUHRI LPPHGLDWHUHOHYDQFHDQGEHQHILW7KH\ILQG WKDW µYRWHUVRQO\YDOXH
UHOLHI ZKHQ WKRVH H[SHQGLWXUHV DUH LQGLYLGXDOO\ WDUJHWHG EXW DSSHDU QRW WR YDOXH
SUHYHQWLRQXQGHUDQ\FLUFXPVWDQFHV¶+HDO\DQG0DOKRWUDSS±±
,Q$XVWUDOLDWKH$XVWUDOLDQ*RYHUQPHQW'LVDVWHU5HFRYHU\3D\PHQWRISHUDGXOW
DQG  SHU FKLOG ZDV RIIHUHG WR HYHU\RQH OLYLQJ LQ DQ DUHD DIIHFWHG E\ WKH IORRGV





LW VHHPV WKLV LV QRW DOZD\V WKH FDVH $ UHSRUW LQWR )(0$ PLWLJDWLRQ JUDQWV LQ HLJKW
FRPPXQLWLHVIRXQGFRQVLGHUDEOHFRPPXQLW\VXSSRUWIRUPLWLJDWLRQDSSURDFKHV
>7@KHIHGHUDOKD]DUGPLWLJDWLRQJUDQWVRIWHQOHGWRDGGLWLRQDORUV\QHUJLVWLF
DFWLYLWLHV ,QWHUYLHZHHV LQDOOFRPPXQLWLHVWKRXJKW WKH)(0$JUDQWVZHUH
LPSRUWDQW LQ UHGXFLQJ FRPPXQLW\ ULVN SUHYHQWLQJ IXWXUH GDPDJH DQG
LQFUHDVLQJ D FRPPXQLW\¶V FDSDELOLW\ WR PLWLJDWH QDWXUDO KD]DUGV 0RVW
LQWHUYLHZHHV EHOLHYHG WKH JUDQWV SHUPLWWHG WKHLU FRPPXQLWLHV WR DWWDLQ
PLWLJDWLRQJRDOVWKDWPLJKWQRWRWKHUZLVHKDYHEHHQUHDFKHG,QWHUYLHZHHV
DOVREHOLHYHGWKDWWKHEHQHILWVRIWKHPLWLJDWLRQSURMHFWVZHQWEH\RQGZKDW
FRXOG DFWXDOO\ EH TXDQWLWDWLYHO\ PHDVXUHG 7KHVH LQFOXGHG LQFUHDVHG
FRPPXQLW\DZDUHQHVVHVSULWGHFRUSVDQGSHDFHRIPLQG9LUWXDOO\HYHU\
LQWHUYLHZHH EHOLHYHG WKDW WKHLU FRPPXQLW\ ZDV EHWWHU RII DV D UHVXOW RI
)(0$ PLWLJDWLRQ SURMHFW DQG SURFHVV JUDQWV EHLQJ FRPSOHWHG
1DWLRQDO,QVWLWXWHRI%XLOGLQJ6FLHQFHV
$XVWUDOLDQ GLVDVWHU UHOLHI LV DGPLQLVWHUHG WKURXJK WKH 1DWXUDO 'LVDVWHU 5HOLHI DQG
5HFRYHU\$UUDQJHPHQWV 7KH ± IORRGV FRVW$XVWUDOLDQ WD[SD\HUV  ELOOLRQ LQ
&RPPRQZHDOWKPRQH\ IRU 4XHHQVODQG DORQH UHSUHVHQWLQJ WKUHHTXDUWHUV RI WKH WRWDO
SXEOLF H[SHQVH ZLWK DGGLWLRQDO DPRXQWV FRPLQJ RXW RI VWDWH JRYHUQPHQW EXGJHWV
*LOODUG)RUDFRXQWU\ZLWKDUHODWLYHO\VPDOOSRSXODWLRQWKLVLVDVLJQLILFDQWFRVW
7KHIXQGVDUHH[SHFWHGWRUHEXLOGVWDWHLQIUDVWUXFWXUHWRSUHH[LVWLQJVWDQGDUGV
,Q RUGHU WR IXQG WKLV HQRUPRXV UHFRYHU\ ELOO WKH &RPPRQZHDOWK JRYHUQPHQW
LPSOHPHQWHG DQ DGGLWLRQDO WD[ OHY\ RQ $XVWUDOLDQ LQFRPH HDUQHUV QRW DSSOLFDEOH WR
DQ\RQH OLYLQJ LQ D IORRGDIIHFWHG DUHD RU WR ORZ LQFRPH HDUQHUV ,W DOVR UHGXFHG RU
GLVFRQWLQXHG VSHQGLQJ WR QXPHURXV &RPPRQZHDOWK JRYHUQPHQW SURJUDPV 7KH YDVW
PDMRULW\ RI WKHVH SURJUDPV ZHUH µ&OHDQ (QHUJ\¶ SURJUDPV WKH &OHDQHU &DU 5HEDWH
6FKHPH WKH*UHHQ&DU ,QQRYDWLRQ)XQG WKH&DUERQ&DSWXUH DQG6WRUDJH)ODJVKLSV
SURJUDP WKH 6RODU )ODJVKLSV SURJUDP WKH 5HQHZDEOH (QHUJ\ %RQXV 6FKHPH WKH















IDU IURP EHLQJ UHDOLVHG &RPPRQZHDOWK LQYROYHPHQW LQ GLVDVWHU UHOLHI LV WKURXJK WKH
1DWXUDO 'LVDVWHU 5HOLHI DQG 5HFRYHU\ $UUDQJHPHQWV 1'55$ ZKLFK DUH DFWLYDWHG LI
ILQDQFLDO WKUHVKROGV IRU GLVDVWHU FRVWV DUH H[FHHGHG :KHQ WKLV LV WKH FDVH WKH
&RPPRQZHDOWK JRYHUQPHQW ZLOO VKDUH GLVDVWHU FRVWV ZLWK VWDWH JRYHUQPHQWV 7KH
SURSRUWLRQ RI DVVLVWDQFH GHSHQGV RQ WKH DPRXQW RI GDPDJHV )RU ± WKH
&RPPRQZHDOWK¶V VKDUH EHFDPH  ZKHQ WKH FRVW RI UHSODFHPHQW LQ µ&DWHJRU\ %¶
LQFOXGLQJ UHSODFHPHQW RI HVVHQWLDO SXEOLF DVVHWV UHDFKHG  PLOOLRQ :KLOH
µEHWWHUPHQW¶ ± RU UHEXLOGLQJ WR LPSURYHG VWDQGDUGV ± LV WHFKQLFDOO\ DOORZHG E\ WKH
1'55$&RPULHUHSRUWVWKDWWRGDWHQREHWWHUPHQWSURMHFWVKDYHHYHUEHHQDSSURYHG
E\WKH&RPPRQZHDOWK&RPULHSS±
'LVDVWHUPLWLJDWLRQ LQ $XVWUDOLD LV IXQGHG VHSDUDWHO\ WKURXJK WKH 1DWLRQDO 3DUWQHUVKLS
$JUHHPHQW RQ 1DWXUDO 'LVDVWHU 5HVLOLHQFH 13$ 7KLV SURJUDPZDV IRUPHG LQ 
DQG FRPELQHV HDUOLHU SURJUDPV IRU GLVDVWHUPLWLJDWLRQZRUNV DQGSURJUDPV WR VXSSRUW
HPHUJHQF\PDQDJHPHQWYROXQWHHUV7KHQHZSURJUDPSURYLGHVURXJKO\PLOOLRQSHU
\HDU FRYHULQJ DOO KD]DUGV DQG GLYLGHG EHWZHHQ DOO VWDWHV DQG WHUULWRULHV $WWRUQH\
*HQHUDO¶V'HSDUWPHQWE
7KH86 VRXUFHVPDNH LW FOHDU WKDW VLPSO\ UHEXLOGLQJ LV XQDFFHSWDEOH &RPPRQZHDOWK
LQYROYHPHQW LQGLVDVWHU UHOLHIQHHGV WREHFRQVLGHUDEO\PRUHVWUDWHJLF LI LW LV WR UHGXFH
IXWXUH IORRG ORVVHV &XUUHQWO\ &RPPRQZHDOWK GLVDVWHU IXQGLQJ LV SURYLGHG ZKHQ
UHODWLYHO\ ORZILQDQFLDO WULJJHUVDUHUHDFKHG)XQGLQJSURYLVLRQVQRWRQO\GRQRWUHTXLUH
UHEXLOGLQJ WR EHWWHU VWDQGDUGV EXW PDNH LW GLIILFXOW WR GR VR 7KH JHQHURVLW\ RI
&RPPRQZHDOWKVXSSRUWGRHVOLWWOHWRIRVWHUVWDWHDQGORFDOJRYHUQPHQWUHVSRQVLELOLW\RU
DFFRXQWDELOLW\ IRU LUUHVSRQVLEOH SODQQLQJ GHFLVLRQV ,QGHHG µYLFWLPV¶ DUH H[SUHVVO\
H[HPSW IURP FRQWULEXWLQJ WR UHFRYHU\ FRVWV 7KLV LV QRW OLNHO\ WR LQFUHDVH $XVWUDOLD¶V
UHVLOLHQFHWRGLVDVWHUV
,Q FRPPRQ ZLWK WKH 8QLWHG 6WDWHV LW LV WKH VWDWH DQG ORFDO JRYHUQPHQWV WKDW DUH
UHVSRQVLEOH IRU ODQGXVH GHFLVLRQV LQ $XVWUDOLD 7KXV 86 YLHZV UHJDUGLQJ DSSURSULDWH
UROHV IRU IHGHUDO JRYHUQPHQW DUH ZRUWK FRQVLGHULQJ $ UHSRUW E\ WKH 86 ,QWHUDJHQF\
)ORRGSODLQ0DQDJHPHQW5HYLHZ&RPPLWWHH6KDULQJ WKH&KDOOHQJH UHFRPPHQGV WKDW
WKH GLYLVLRQ RI UHVSRQVLELOLWLHV IRU HDFK OHYHO RI JRYHUQPHQW UHJDUGLQJ IORRGSODLQ
PDQDJHPHQW QHHGV WR EH FOHDUO\ GHILQHG LQFOXGLQJ D UHTXLUHPHQW WKDW FRPPXQLWLHV
VKDUHLQWKHFRVWVRIWKHLUODQGXVHMXGJHPHQWV,WDUJXHVWKDWWKHDSSURSULDWHUROHIRUWKH
IHGHUDOJRYHUQPHQWDQGLWVSURJUDPVLVWRSURYLGHWKHVXSSRUWDQGWRROVUHTXLUHGWRFDUU\
RXW HIIHFWLYH IORRGSODLQ PDQDJHPHQW 7KLV QHHGV WR EH LQ WKH IRUP RI OHDGHUVKLS
WHFKQLFDO LQIRUPDWLRQGDWDDQGDGYLFHVHWWLQJVWDQGDUGVDQGSURYLGLQJ LQFHQWLYHVDQG






7KHZDNHRID IORRG LVDQHPRWLRQDO WLPHDQGWKH WHQGHQF\ LV WR UXVK LQ








$ 86$&( UHSRUW LQWR FRDVWDO SURWHFWLRQ DQG UHVWRUDWLRQ UHFRJQLVHG WKH FRQVLGHUDEOH
EHQHILWV RI EX\RXW DQG UHORFDWLRQ LQ SURYLGLQJ LPSURYHG VDIHW\ ORZHU SRWHQWLDO IORRG
GDPDJHVDQGRSSRUWXQLWLHVIRUDOWHUQDWLYHODQGXVH86$&(S





XSSHUFDWFKPHQWRI WKH0LVVLVVLSSLZKLFK OHG WR WKHSDVVDJHRI WKH+D]DUG0LWLJDWLRQ
DQG 5HORFDWLRQ $VVLVWDQFH $FW  7KLV $FW FODULILHG WKH FRQGLWLRQV IRU SXUFKDVH
LQFOXGLQJD UHTXLUHPHQW IRU WKHFRPSOHWH UHPRYDORI VWUXFWXUHVDQGD UHTXLUHPHQW WKDW
ODQGSXUFKDVHGUHYHUWSHUPDQHQWO\ WRRSHQVSDFHXVHVVXFKDVUHFUHDWLRQRUZHWODQG




2WKHU OHJLVODWLRQ UHODWLQJ WR UHORFDWLRQ LV IRXQG LQ VHFWLRQ  RI WKH 1DWLRQDO )ORRG










IRU VXSSOHPHQWDU\PLWLJDWLRQ LQVXUDQFH VHH 1),3 VHFWLRQ 1:)  S :ULJKW
S





7KH ILQDQFLDO EHQHILWV RI LPSOHPHQWLQJ UHORFDWLRQ SURJUDPV KDYH DOVR EHHQ FDOFXODWHG
)ROORZLQJWKHIORRGLQ0LVVRXULDYROXQWDU\EX\RXWSURJUDPZDVLPSOHPHQWHG0DMRU
IORRGV UHFXUUHG LQ WKH VDPH UHJLRQ LQ  $FFRUGLQJ WR WKH 0LVVRXUL (PHUJHQF\
0DQDJHPHQW$JHQF\ WKH EX\RXW SURJUDP UHVXOWHG LQ D GURS LQ IHGHUDO VWDWH DQG
ORFDO GLVDVWHU DVVLVWDQFH FRVWV FRPSDUHG ZLWK WKH HDUOLHU HYHQW IURP 86 PLOOLRQ
GRZQWR861:)SS±
5HORFDWLRQ LV RIWHQ VHHQ DV DQ H[SHQVLYH RSWLRQ LQ $XVWUDOLD +RZHYHU WKH $PHULFDQ
H[SHULHQFH VXJJHVWV WKDW WKLV LV QRW DOZD\V WKH FDVH SDUWLFXODUO\ ZKHQ DYRLGHG IORRG
GDPDJHVDUHFRQVLGHUHG)UHLWDJHWDOUHSRUWWKDWWKHIORRGNLOOHGSHRSOH
GDPDJHGOHYHHVDQGGHVWUR\HGKRPHV,WFDXVHGDQHVWLPDWHG86ELOOLRQ











LV UHORFDWHG $XVWUDOLDQ FDOFXODWLRQV XVH µHFRQRPLF FRVW¶ (FRQRPLF FRVW LV XVHG LQ
EHQHILWFRVWDQDO\VLVDQGLWGLVFRXQWVWKHYDOXHRIWKHDVVHWDOUHDG\FRQVXPHG±WKDWLV
$XVWUDOLDQ FDOFXODWLRQV XVH WKH GHSUHFLDWHG YDOXH RI WKH SURSHUW\ ZKHQ DVVHVVLQJ WKH
EHQHILWVRIUHORFDWLQJ%75(SS±
,Q WKH8QLWHG6WDWHV WKHIHGHUDOJRYHUQPHQW¶VIXQGLQJRIDQDWLRQDO LQVXUDQFHVFKHPH
DQGLWVOLDELOLW\WRSD\UHSHDWHGLQVXUDQFHFODLPVQRGRXEWLQFUHDVHLWVDZDUHQHVVRIWKH












OHYHOV RI JRYHUQPHQW WKH SULYDWH VHFWRU DQG FRPPXQLWLHV 7ZR RI LWV NH\ DLPV DUH
UHGXFLQJ WKH ULVN RI ORVV RI OLIH DQG UHGXFLQJ ORQJWHUP HFRQRPLF GDPDJHV $FWLYLWLHV
LQFOXGHG LQ WKLVSURJUDPVXJJHVWDVKLIW WRZDUGVQRQVWUXFWXUDODSSURDFKHVDQGUDLVLQJ
DZDUHQHVV RI ULVNV $OVR LQFOXGHG LQ LWV OLVW RI DFWLYLWLHV LV µ$VVHVV SRWHQWLDO FOLPDWH
FKDQJH LPSDFWV LQFOXGLQJ LPSDFWV WR IORRG DQG FRDVWDO VWRUP LQIUDVWUXFWXUH DQG
FRQVLGHU DGDSWDWLRQ PHDVXUHV¶ 86$&(  5LVNDVVHVVPHQW VLPLODUO\ IRUPV WKH
EDVLVRIUHVLOLHQFHDSSURDFKHVLQ$XVWUDOLD&2$*SS±
7KH+XUULFDQH.DWULQDHYHQWKLJKOLJKWHGWKHGLVSURSRUWLRQDWHH[SRVXUHDQGYXOQHUDELOLW\
RIGLVDGYDQWDJHGSHRSOH WR IORRGLQJ$ WRWDORISHRSOHGLHGGXULQJ WKH+XUULFDQH
.DWULQDHYHQW2IWKHFRQILUPHGGHDWKVZHUHRYHU\HDUVRIDJH7KHSRRUWKH
HOGHUO\DQG WKHGLVDEOHGZHUHSDUWLFXODUO\DIIHFWHG DV WKH\ZHUHQRW DEOH WRHYDFXDWH




ZRXOG LQFUHDVH E\ IDFWRUV RI WKUHH WR ¶ S  7KLV VXJJHVWV WKDW DQ\PHDVXUHV WR
HQKDQFH UHVLOLHQFH QHHG WR SD\ SDUWLFXODU DWWHQWLRQ WR WKH VHFWLRQV RI VRFLHW\ WKDW DUH
PRVWYXOQHUDEOH
5HSRUWVVXJJHVWPDQ\ZD\VWRLPSURYHUHVLOLHQFH7KHVHLQFOXGHLQFUHDVLQJDZDUHQHVV
RI IORRG ULVN EXLOGLQJ GHVLJQ IORRGSURRILQJ GHYHORSPHQW FRQWUROV DQG EXLOGLQJ FRGHV




,PSURYHG IRUHFDVWV DQG ZDUQLQJV DUH FUHGLWHG ZLWK VWDELOLVLQJ IORRG IDWDOLWLHV GHVSLWH
LQFUHDVHGQXPEHUVRISHRSOHOLYLQJLQIORRGSURQHDUHDV:ULJKWS
0DQ\ UHSRUWVHPSKDVLVH WKH LPSRUWDQFHRI ULVNDZDUHQHVV5LVNDZDUHQHVV LVQHHGHG
QRW RQO\ IRU WKH SXEOLF EXW DOVR IRU JRYHUQPHQW RIILFLDOV /DUVRQ DWWULEXWHV XQVRXQG
GHYHORSPHQW GHFLVLRQV WRPLVXQGHUVWDQGLQJ RI ULVN LQ WKH SXEOLF VHFWRU /DUVRQ 
S 7KH 1&/6 UHSRUWV WKDW SXEOLF DWWLWXGHV WR IORRG ULVN DQG ILUH ULVN DUH GLIIHUHQW
ZKLFKLWDWWULEXWHVWRPLVXQGHUVWDQGLQJVDERXWFKDQFHDQGOLNHOLKRRG:KLOHPRVWSHRSOH















WHQDQWVDQG OHQGHUVDERXWSRWHQWLDO ULVNVEHKLQG OHYHHV ,/35&SS±
0DQGDWRU\LQVXUDQFHIRUWKRVHOLYLQJEHKLQGOHYHHVLVDOVRUHFRPPHQGHGSDUWO\WRVHUYH
DVD UHPLQGHURIH[SRVXUH WR UHVLGXDO ULVN *DOORZD\HWDO)(0$KDV UHSRUWHG
SUHOLPLQDU\ VXFFHVV KHOSLQJ FRPPXQLWLHV DQG LQGLYLGXDOV LGHQWLI\ DQG PDQDJH IORRG
ULVNV DQG UDLVLQJ WKH DZDUHQHVV RI SRWHQWLDO IORRGLQJ DQG PLWLJDWLRQ RSSRUWXQLWLHV
WKURXJKLWV5LVN0$3SURJUDP)(0$
0DQ\ UHFRPPHQGDWLRQV UHODWH WR PDSSLQJ RI IORRG ULVN WR HQKDQFH DZDUHQHVV






7KH 86$&( KDVPDGH VXEVWDQWLDO FRQWULEXWLRQV WR IORRGSURRILQJ WHFKQLTXHV DQG KDV
SURGXFHGERWKUHJXODWLRQVDQGJXLGHOLQHV7KH8QLWHG6WDWHVDOVRKDVDQDWLRQDOPRGHO
EXLOGLQJFRGHWKDWZDVLQWURGXFHGLQ:ULJKWSS7KHUHFHQWUHYLHZ
RI WKH1),3IRXQGWKDWWKHFRVWRI LPSURYHGEXLOGLQJFRQVWUXFWLRQZDVPRGHVW LI LWZDV
LQFRUSRUDWHGLQWRWKHRULJLQDOEXLOGLQJGHVLJQ
,PSURYLQJ GHYHORSPHQW GHFLVLRQV DQG EXLOGLQJ VWDQGDUGV DUH RI SULPH LPSRUWDQFH WR
DFKLHYHUHVLOLHQFH,QWKH8QLWHG6WDWHVIHGHUDOJRYHUQPHQWKDVEHHQLQYROYHGVWURQJO\
LQ WKHGHYHORSPHQWRI ODQGXVH UHJXODWLRQVDVDFRQVHTXHQFHRI LWV LPSOHPHQWDWLRQRI
WKH 1),3 7KLV LV LQ VSLWH RI WKH IDFW WKDW ODQG XVH LV D VWDWH DQG ORFDO JRYHUQPHQW
UHVSRQVLELOLW\ 7KH IHGHUDO JRYHUQPHQW¶V UROH LQ IDFLOLWDWLQJ WKH XVH RI GHYHORSPHQW
SODQQLQJ EHJDQ LQ ZLWK WKH SXEOLFDWLRQ RI GUDIW VWDWXWHV DQG ORFDO RUGLQDQFHV IRU




$ QXPEHU RI UHSRUWV ILQG WKDW VKDULQJ WKH FRVWV DQG FRQVHTXHQFHV ZLWK WKRVH
UHVSRQVLEOHIRUSRRUSODQQLQJZLOOKHOSWRHQVXUHWKDWEHWWHUGHFLVLRQVDUHPDGH/DUVRQ
S,)05&*DOORZD\HWDOSS,-&S
,Q RUGHU WR IRVWHU UHVLOLHQFH LW LV YHU\ LPSRUWDQW WR SURYLGH DGHTXDWH VXSSRUW WR ORFDO
SODQQHUV DQG DVVLVWDQFH QHHGV WR EH RQJRLQJ LQ UHFRJQLWLRQ RI VWDII WXUQRYHU :ULJKW
S 6RPH DOVR VWUHVV WKH QHHG IRU UHVHDUFK LQWR VRFLDO GLPHQVLRQV DQG
NQRZOHGJHDERXWZKDWFKDQJHVKXPDQEHKDYLRXU/DUVRQ,-&S
7KH UHFHQW 1DWLRQDO 5HVHDUFK &RXQFLO UHSRUW LQWR GLVDVWHU UHVLOLHQFH VXSSRUWV RWKHU
UHSRUWILQGLQJVUHODWLQJWRLPSURYLQJULVNFRPPXQLFDWLRQDQGWKHDGRSWLRQRIVRXQGODQG










VKRUWWHUP PHDVXUHV FDQ UHGXFH UHVLOLHQFH $ QDWLRQDO YLVLRQ RU RUJDQLVLQJ SULQFLSOH LV
VXJJHVWHGDVDZD\RIDFKLHYLQJWKLVEXWPRUHSUDFWLFDOPHDVXUHVDUHDOVRSUHVHQWHGVXFK
DV OLQNLQJ SXEOLF DQG SULYDWH LQIUDVWUXFWXUH SHUIRUPDQFH WR UHVLOLHQFH JRDOV DQG UHVLOLHQFH
SROLF\UHYLHZRISURJUDPVDQGSROLFLHV
7KH LPSRUWDQFH RI D µERWWRPXS¶ DSSURDFK LV VWUHVVHG DV ORFDO FRQGLWLRQV VRFLHWDO
FKDUDFWHULVWLFV DQG KD]DUGV YDU\ 7KLV FRXOG EH DFKLHYHG WKURXJK WKH FUHDWLRQ DQG
PDLQWHQDQFH RI ORFDO DQG UHJLRQDO FRPPXQLW\ UHVLOLHQFH FRDOLWLRQV 1DWLRQDO5HVHDUFK
&RXQFLO
 )ORRGSODLQUHVWRUDWLRQDQGHFRV\VWHPDSSURDFKHVWRIORRGPDQDJHPHQW
7KH 86 DSSURDFK WR IORRGSODLQ PDQDJHPHQW LV HYROYLQJ IURP RQH WKDW LV KLJKO\
HQJLQHHUHG WR DQ DSSURDFK WKDW DOVR LQWHJUDWHV IORRGSODLQ UHVWRUDWLRQ$ UHSRUW RQ WKH
 IORRGV LQ WKH0LVVLVVLSSL5LYHUFRPSDUHV IORRGPDQDJHPHQW LQZLWKFXUUHQW
SUDFWLFHV ,Q WKH8QLWHG6WDWHV VHWWOHGRQD µOHYHHVRQO\SROLF\¶ H[FOXGLQJRWKHU
IRUPVRIIORRGFRQWURO+RZHYHULQWKLVEDFNILUHGGLVDVWURXVO\ZKHQWKHYROXPHRI
IORRGZDWHU FDXVHG D VHULHV RI OHYHHV WR IDLO LQ D GRPLQR HIIHFW FDXVLQJ ZLGHVSUHDG
GDPDJH DQG IDWDOLWLHV FDXVLQJ D UHDVVHVVPHQW RI IORRGFRQWUROPHDVXUHV 0LVVLVVLSSL
5LYHU&RPPLVVLRQ
7KH 0LVVLVVLSSL LV VWLOO PDQDJHG XVLQJ µD YDULHW\ RI LQWHQVHO\ PDQDJHG HQJLQHHULQJ
WHFKQLTXHV¶ LQFOXGLQJ DQ H[WHQVLYH OHYHH V\VWHP FKDQQHO UHJXODWLRQ UHVHUYRLUV DQG
SXPSLQJ VWDWLRQV 0LVVLVVLSSL 5LYHU &RPPLVVLRQ  +RZHYHU WKH  IORRGV
UHLQIRUFHGWKHOLPLWDWLRQVRIHQJLQHHULQJPHWKRGV0DQDJHUVQRZLQFRUSRUDWHSDUWVRIWKH
QDWXUDO IORRGSODLQ LQWR WKHLU IORRG PDQDJHPHQW RSWLRQV LQFOXGLQJ  DFUHV
KDRIGHVLJQDWHGIORRGZD\DQGPLOOLRQDFUHVKDRIEDFNZDWHU
:KHQDFWLYDWHG WKHVHGLYHUW H[FHVV IORZVDQG UHOLHYHSUHVVXUHRQ OHYHHV'XULQJ WKH
 IORRGV HYHQ WKRXJK IORZVZHUH VLPLODU WR WKRVH H[SHULHQFHG GXULQJ  IORRG
H[WHQWZDVUHGXFHGE\0LVVLVVLSSL5LYHU&RPPLVVLRQ%\ZD\RIFDYHDWWKH
XVHRIIORRGZD\VGXULQJIORRGVUHTXLUHVKXPDQLQWHUYHQWLRQDQGWKHGHFLVLRQWRXVHWKHP




,Q UHFHQW \HDUV IORRG PLWLJDWLRQ DQG IORRGSODLQ UHVWRUDWLRQ KDYH LQFUHDVLQJO\ EHFRPH
LQWHJUDWHG ZLWK WKH LQWURGXFWLRQ RI YDULRXV OHJLVODWLYH DQG UHJXODWRU\ SURYLVLRQV WKH
FUHDWLRQ RI D ORQJVWDQGLQJ LQWHUDJHQF\ IORRGSODLQ PDQDJHPHQW WDVNIRUFH PXOWL
REMHFWLYH SODQQLQJ LQWHJUDWHG ZHWODQG PDQDJHPHQW DQG WKH SXEOLFDWLRQ RI WRROV DQG
JXLGHV7KLVDSSURDFKKDVDOVREHHQVXSSRUWHGE\LQIOXHQWLDORUJDQLVDWLRQVVXFKDVWKH
$VVRFLDWLRQ RI 6WDWH )ORRGSODLQ 0DQDJHUV $6)30 ,QFUHDVLQJ SXEOLF FRQFHUQ IRU
HQYLURQPHQWDOSURWHFWLRQKDVPDGHWKLVDQDWWUDFWLYHDSSURDFK:ULJKWSS±
  ±   +RZHYHU DFFRUGLQJ WR WKH $6)30 HIIHFWLYH VWDWH DQG ORFDO
IORRGSODLQPDQDJHPHQWUHTXLUHVVWURQJILQDQFLDOOHJDODQGRSHUDWLRQDOIRXQGDWLRQVDQG
LV YHU\ YXOQHUDEOH WR EXGJHW FXWV DQG UHVWUXFWXUHV 7KH DGYDQWDJHV RI FRPELQLQJ
IORRGSODLQUHVWRUDWLRQZLWKIORRGPDQDJHPHQWDUHGHPRQVWUDWHGLQ6HFWLRQ
6RPH VSHFLILF LVVXHV UHODWLQJ WR ODQGVFDSHVFDOH PDQDJHPHQW KDYH UHFHLYHG UHFHQW
DWWHQWLRQ2QHRIWKHVHLVWKHGHJUDGDWLRQRIVDOWZDWHUPDUVKHV$OGKRXV	-DEU
6RORPRQ7KHVHPDUVKHVKDYHDUROHWRSOD\LQSURYLGLQJQDWXUDOSURWHFWLRQIURP







OHYHO DV PHDVXUHV LPSOHPHQWHG ORFDOO\ FDQ ZRUVHQ IORRGLQJ HOVHZKHUH
2QH VROXWLRQ LV WKH LPSOHPHQWDWLRQ RI FDWFKPHQW DSSURDFKHV DW WKH VWDWH
JRYHUQPHQWOHYHO
,Q4XHHQVODQG$XVWUDOLDH[FHVVIHUWLOLVHUXVHKDVEHHQEODPHGIRUQXWULHQW
SROOXWLRQ OHDGLQJ WR GHJUDGDWLRQ RI WKH*UHDW%DUULHU5HHI DQG VHDJUDVV
EHGV:LWK ODUJHU IORRGVDQG ORQJHUGURXJKWVHURVLRQDQGQXWULHQW UXQRII
DUH OLNHO\ WR LQFUHDVH DV D UHVXOW RI FOLPDWH FKDQJH 7R DGGUHVV WKLV DQ
LQQRYDWLYH  PLOOLRQ UHHI SURWHFWLRQ SDFNDJH µ5HHI:LVH )DUPLQJ¶ LV
EHLQJ LPSOHPHQWHG E\ WKH 4XHHQVODQG JRYHUQPHQW WR LPSURYH IDUP
PDQDJHPHQW7KHSODQDLPVWRVLPXOWDQHRXVO\UHGXFHHURVLRQDQGQXWULHQW
UXQRII ZKLOH LQFUHDVLQJ IDUP SURILWDELOLW\ ,W XVHV UHVHDUFK H[WHQVLRQ DQG
UHJXODWRU\PHDVXUHV7KHSURJUDP WDUJHWVDUH WR UHGXFH WKHGLVFKDUJHRI
SHVWLFLGHVDQGQXWULHQWVIORZLQJWRWKHUHHIE\WKHHQGRIDQGWR
FXW VHGLPHQW IORZLQJ WR WKH UHHI  E\  7KLV LV VHHQ DV YLWDO IRU
LPSURYLQJ WKH UHVLOLHQFHRI WKH UHHIZKLFK LV OLNHO\ WR VXIIHU WKH DGGLWLRQDO
SUHVVXUHVRIRFHDQDFLGLILFDWLRQDQGZDUPLQJDVDUHVXOWRIFOLPDWHFKDQJH
4XHHQVODQG*RYHUQPHQWE
3URWHFWLRQRIZHWODQGV LVDOVR LQFRUSRUDWHG LQWR WKHSDFNDJHRIPHDVXUHV
ZLWK 6WDWH 3ODQQLQJ 3ROLF\  3URWHFWLQJ:HWODQGV RI +LJK (FRORJLFDO
6LJQLILFDQFH LQ *UHDW %DUULHU 5HHI &DWFKPHQWV FRPLQJ LQWR HIIHFW LQ
1RYHPEHU  7KLV SODQQLQJ LQVWUXPHQW LV GHVLJQHG WR UHJXODWH
HDUWKZRUNV E\ PDLQWDLQLQJ D EXIIHU RI ±P DURXQG ZHWODQGV LQ WKH






RI FRDVWDO PDUVKHV WR WKH VRXWK DQG HDVW RI 1HZ 2UOHDQV FDXVLQJ WKH PDUVKHV WR
GHJUDGH7KLVSUHYHQWVWKHPIURPSURYLGLQJWKHFLW\ZLWKQDWXUDOSURWHFWLRQDJDLQVWVWRUP
VXUJH $FFRUGLQJ WR 6RORPRQ PLOHV  NP RI FRDVWOLQH KDV EHHQ ORVW %\
RSHQLQJXSIORRGZD\VVHGLPHQWFDQEHGHSRVLWHGWRFUHDWHQHZPDUVKEULQJLQJZLWKLW
ERWK IORRGSURWHFWLRQDQGHFRORJLFDOEHQHILWV7KHUHDUHFXUUHQWO\SODQV WRGHYHORS WZR
DGGLWLRQDOGLYHUVLRQVLQWRRWKHUGHJUDGHGPDUVKHVVRXWKRI1HZ2UOHDQV
:HWODQGVDOVRKDYHDUROHWRSOD\LQLPSURYLQJZDWHUTXDOLW\7KH\FDSWXUHIORRGZDWHUV
ILOWHU QXWULHQWV DQG UHOHDVH ZDWHU JUDGXDOO\ %\ FRQWUDVW KLJKO\ UHJXODWHG FKDQQHOV
FRQYH\IORRGZDWHUVDQGWKHQXWULHQWVWKH\FDUU\LQWRWKHRFHDQDVTXLFNO\DVSRVVLEOH
([FHVVLYHQXWULHQWUXQRIIKDVFDXVHGDOJDOEORRPVDQGDQR[\JHQGHSOHWHGµGHDG]RQH¶
LQ WKH *XOI RI 0H[LFR RI  NP WR WKH GHWULPHQW RI ILVKHULHV DQG FRDVWDO
HFRV\VWHPV)ORRGGLYHUVLRQV WKDW LQFUHDVHWKHQXPEHURI IORRGZDWHURXWOHWVDORQJWKH




&RQVLGHUDEOH UHVHDUFK KDV EHHQ FRQGXFWHG LQ WKH 8QLWHG 6WDWHV LQWR WKH FRVWV DQG
EHQHILWVRIGLIIHUHQWDSSURDFKHVWRIORRGPDQDJHPHQW7KHVWXGLHVSRLQWWRZKHUHLQWKH
3355 SURFHVV LW LV PRVW HFRQRPLFDO WR LQWHUYHQH DQG WR ZKLFK PHDVXUHV DUH WKH
FKHDSHVWDQGPRVWHIIHFWLYH7KHUHKDVDOVREHHQUHVHDUFKLQWRWKHHFRQRPLFYDOXHRI
FREHQHILWV WKH DGGLWLRQDO EHQHILWV DVVRFLDWHG ZLWK VRPH W\SHV RI IORRG FRQWURO
PHDVXUHV
$ VWXG\ DQDO\VLQJ WKH FRVWEHQHILW RI PLWLJDWLRQ JUDQWV FRQGXFWHG E\ WKH 1DWLRQDO
,QVWLWXWH RI %XLOGLQJ 6FLHQFHV IRXQG WKDW HYHU\ GROODU VSHQW RQ IORRGPLWLJDWLRQ VDYHG
VRFLHW\DQDYHUDJHRILQDYRLGHGSRVWGLVDVWHUUHOLHIDQGLQFUHDVHGWD[DWLRQZLWK
VLPLODU UHVXOWV IRU SUHYHQWLRQ RI RWKHU KD]DUGV 1DWLRQDO ,QVWLWXWH RI %XLOGLQJ 6FLHQFHV
 S  $QRWKHU VWXG\ FRQGXFWHG E\ HFRQRPLVWV +HDO\ DQG 0DOKRWUD 
VXJJHVWVDGROODUVSHQWRQGLVDVWHUSUHSDUHGQHVV LVZRUWKDERXW LQ WHUPVRI WKH
IXWXUHGDPDJHLWPLWLJDWHV(YLGHQWO\WKHDGDJHµSUHYHQWLRQLVEHWWHUWKDQFXUH¶LVWUXHIRU
GLVDVWHU PDQDJHPHQW 7KH FRVWHIIHFWLYHQHVV RI PLWLJDWLRQ H[SHQGLWXUH LV VLPLODUO\
UHFRJQLVHG E\ WKH $XVWUDOLDQ JRYHUQPHQW DOWKRXJK LPSOHPHQWDWLRQ RI PLWLJDWLRQ
PHDVXUHVKDVSURYHGKDUGWRDFKLHYH%75(&2$*
6LJQLILFDQWUHVHDUFKKDVEHHQFRQGXFWHGLQWKH8QLWHG6WDWHVLQWRWKHUHODWLYHPHULWVRI
VWUXFWXUDO DQG QRQVWUXFWXUDO DSSURDFKHV ,Q  WKH 86 )HGHUDO ,QWHUDJHQF\
)ORRGSODLQ 0DQDJHPHQW 7DVN )RUFH FDUULHG RXW DQ DVVHVVPHQW RI QDWLRQDO IORRGSODLQ
PDQDJHPHQW :ULJKW  S  OLVWV  RI LWV NH\ ILQGLQJV DPRQJ WKHP µWKH
DSSOLFDWLRQRIDGGLWLRQDOVWUXFWXUDOPHDVXUHV LVYLHZHGDV OLPLWHGEHFDXVHRIHFRQRPLF
DQG HQYLURQPHQWDO FRQVLGHUDWLRQV¶ $QRWKHU VWXG\ E\ .RXVN\ HW DO  QRWHV WKDW
VWUXFWXUDO IRUPV RI IORRG FRQWURO DUH H[SHQVLYH ERWK WR FRQVWUXFW DQG PDLQWDLQ DQG
JHQHUDOO\KDYHH[WHUQDOFRVWVIRURWKHUFRPPXQLWLHV7KHUHVHHPVWREHOHVVZLOOLQJQHVV
WR IXQGVWUXFWXUDOPHDVXUHV WKDQ LQ WKHSDVW WKH86$UP\&RUSVRI(QJLQHHUV µKDVD
KXJH EDFNORJ RI IORRG FRQWURO SURMHFWV DQG D VPDOOHU EXGJHW WKDQ LQ GHFDGHV SDVW
PDNLQJQHZIHGHUDOO\IXQGHGVWUXFWXUDOIORRGFRQWUROSURMHFWVPXFKOHVVOLNHO\¶S




ZKLOH µUHOLHI¶ LV SULPDULO\ UHFRYHU\ PHDVXUHV DQG GRHV QRW LQFOXGH UHVSRQVH 7KH VWXG\ LV QRW
FRQILQHG WR IORRG GLVDVWHUV DQG LW GRHV QRW GLVWLQJXLVK EHWZHHQ VWUXFWXUDO DQG QRQVWUXFWXUDO
PHDVXUHV
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
PDQDJHPHQW SUDFWLFHV DQG SHUPHDEOH VXUIDFHV VXFK DV ELRVZDOHV GHWHQWLRQ EDVLQV
DQGUDLQJDUGHQV7KH\UHSRUW WKDWDFDWFKPHQWZLWK MXVW±RI LWVDUHDFRYHUHG LQ
ZHWODQG FDQ UHGXFH SHDN IORZV E\  FRPSDUHG ZLWK WKH FDVH RI QR ZHWODQGV
SS ±*UHHQ LQIUDVWUXFWXUH QRW RQO\ UHGXFHV VWRUPZDWHU SHDNV EXW DOVR UHGXFHV
ZDWHUSROOXWLRQ7KLVKDVDGGLWLRQDOHFRQRPLFEHQHILWV
x $ VWXG\ RQ ILVK DEXQGDQFH LQ WKH *UHDW /DNHV VXJJHVWV WKDW LPSURYHG ODQG
PDQDJHPHQW HJ UHVWRULQJ ZHWODQG EXIIHUV DGGUHVVLQJ QRQSRLQW VRXUFHV RI




x &RUUHODWLRQV KDYH EHHQ REVHUYHG EHWZHHQ LPSURYHPHQWV LQ ZDWHU TXDOLW\
SUR[LPLW\ RI ZHWODQGV DQG ORFDO SURSHUW\ YDOXHV 6WXGLHV IXUWKHU VXJJHVW D
ZLOOLQJQHVV WR SD\ LQFUHDVHG ORFDO WD[HV WR DFKLHYH LPSURYHG ZDWHU FODULW\
GHSHQGDQW RQ D UDQJH RI IDFWRUV VXFK DV SUR[LPLW\ WR ZDWHU DQG
LQFRPH.RXVN\2OPVWHDGHWDOS
$UHSRUWLQWRUHGXFLQJIORRGLPSDFWVLQWKH5HG5LYHU%DVLQIRXQGZHWODQGVWRUDJHWREH
HFRQRPLFDOO\ DQG HQYLURQPHQWDOO\ EHQHILFLDO IRU UHGXFLQJ IORRG SHDNV 7KLV ZDV
SDUWLFXODUO\HIIHFWLYH IRU WKHPLWLJDWLRQRI IUHTXHQW VPDOOHU IORRGV)RU ODUJH IORRGV WKH
UHSRUW IRXQG WKLV DSSURDFKZRXOG QHHG WR EH XVHG LQ FRQMXQFWLRQ ZLWK RWKHUPHWKRGV
,-&SS±
.RXVN\HWDO FDOFXODWHG WKHEHQHILWVRIDYRLGHG IORRGGDPDJHXVLQJ WKH+D]XV
WRRO D *,6 PRGHO GHYHORSHG IRU )(0$ WR KHOS ORFDO JRYHUQPHQWV DQG HPHUJHQF\
SODQQHUV WR HVWLPDWH GLVDVWHU ORVVHV ,Q WKHLU VWXG\ RI:LVFRQVLQ¶V /RZHU )R[ 5LYHU
%DVLQ WKH\ IRXQG DQQXDO DYRLGHG IORRG FRVWV IURP WKH SUHVHQW WR  ZRXOG EH
86PLOOLRQ7KHVWXG\DOVRZHLJKHGXSWKHFRVWVRIUHVHUYLQJYXOQHUDEOHIORRGSODLQ
ODQGWKDWKDGEHHQGHVLJQDWHGIRUIXWXUHGHYHORSPHQWEDVHGRQFXUUHQWSURSHUW\SULFHV
DQG WKH FRVWV RI EX\LQJ HDVHPHQWV LH ODQG UHPDLQV SULYDWHO\ RZQHG EXW IXWXUH
GHYHORSPHQWDQGIDUPLQJSUDFWLFHVDUHUHVWULFWHG3XUFKDVHRIHDVHPHQWVZDVIRXQGWR
EHDSSUR[LPDWHO\RIWKHSURSHUW\YDOXH&RQVLGHULQJERWKSURSHUW\VL]HDQGGHSWKRI
IORRGLQJ WKH DFUHIRRW PHDVXUH DV ZHOO DV SURSHUW\ YDOXH WKH\ ZHUH DOVR DEOH WR
LGHQWLI\ ZKLFK SURSHUWLHV LW ZRXOG EH PRVW FRVWHIIHFWLYH WR WDUJHW 7KH\ IRXQG WKDW
SURWHFWLQJRIWKHODQGIURPGHYHORSPHQWZRXOG\LHOGVLPLODUIORRGSURWHFWLRQEHQHILWV
DV  SURWHFWLRQ ZKLOH FRVWV RI DFKLHYLQJ WKLV EHFDPH VLJQLILFDQWO\ ORZHU DQQXDO
 PLOOLRQ DV RSSRVHG WR DQQXDO  PLOOLRQ EX\LQJ  RI WKH ODQG RU
PLOOLRQEX\LQJRIHDVHPHQWVSS±
7KH +D]XV WRRO FDQ EH YHU\ XVHIXO LQ FRVWEHQHILW DQDO\VLV +RZHYHU VRPH FDXWLRQ
VKRXOG EH WDNHQ LQ UHO\LQJ RQ FRQYHQWLRQDO FRVWEHQHILW DORQH ,W FDQ RPLW LPSRUWDQW
LQGLUHFWEHQHILWVDQGLQGLUHFWFRVWV$QRWKHUWRROWRGHWHUPLQHWKHEHVWRSWLRQWRDGGUHVV
D IORRG ULVNZDV GHYHORSHG E\ )UHLWDJ HW DO  7KHLU GHFLVLRQPDNLQJ IUDPHZRUN
FDQEHXVHGE\ERWKLQGLYLGXDOVDQGORFDOJRYHUQPHQWVWRGHWHUPLQHWKHEHVWRSWLRQWR
VXLW WKHLU VSHFLILF VLWXDWLRQ 7KH IUDPHZRUN LV EDVHG DURXQG VL[ TXHVWLRQV SS ±
± ,Q RQH H[DPSOH WKH FRVW RI VWUXFWXUDO IORRG SURWHFWLRQ LV FRPSDUHGZLWK WKH
FRVWRIUHORFDWLRQ
6ROGLHU¶V*URYH:LVFRQVLQZDVDSRRU FRPPXQLW\ WKDWZDV LQHFRQRPLF
GHFOLQHGXHWRUHSHDWHGIORRGLQJ&RQJUHVVDSSURYHGVWUXFWXUDOZRUNVD
GDPDQGDOHYHH








QXPHURXV RWKHU EHQHILWV LQFOXGLQJ HQHUJ\ HIILFLHQW KRXVLQJ HFRQRPLF
UHQHZDO UHFUHDWLRQDO IDFLOLWLHV DW WKH ROG WRZQ VLWH DQG LPSURYHG ZDWHU
TXDOLW\DQGVXSSO\7KH IORRGPLWLJDWLRQEHQHILWVZHUH UHDOLVHGZKHQ WKH
ELJJHVW IORRG LQKLVWRU\KLW LQRYHUWRSSLQJ OHYHHVDQGFDXVLQJKLJK
ZDWHUV IRU  GD\V7KLV IORRG FDXVHG QR GDPDJH WR WKH QHZ WRZQDQG
RQO\PLQLPDOGDPDJHWRULYHUVLGHIDFLOLWLHVSS±
,Q DQRWKHU H[DPSOH D IDUPLQJ FRPPXQLW\ FKRVH QRW WR UHSDLU D OHYHH GDPDJHG E\
IORRGV7KHDJULFXOWXUDO ODQGSURWHFWHGE\WKHOHYHHZDVXQSURGXFWLYHDQGOHYHHGLVWULFW
WD[HVURVHHDFKWLPHWKHOHYHHEUHDFKHGRQDYHUDJHHYHU\IRXU\HDUV7RUHVWRUHIORRG
GDPDJHG ODQG DQG UHSDLU WKH OHYHH ZRXOG KDYH FRVW WKH FRPPXQLW\  PLOOLRQ
/DQGRZQHUV GHFLGHG WR QRW WR DFFHSW RIIHUV WR UHSDLU WKH OHYHH EXW LQVWHDG VROG
HDVHPHQWVVRWKDWWKHODQGFRXOGEHPDQDJHGDVZHWODQGUHVHUYH0DQ\ODWHUVROGWKHLU
ODQGRXWULJKWZLWKSURMHFWFRVWVIRUWKHZHWODQGWRWDOOLQJPLOOLRQ'LVVROYLQJWKHOHYHH
GLVWULFW HQGHGXS EHLQJ D FKHDSHU RSWLRQ ILQDQFLDOO\ WKDQ UHVWRULQJ LW 7KHSURMHFW DOVR
SURYLGHG KDELWDW IRU ZLOGOLIH DQG IORRG PLWLJDWLRQ IRU WKH FRPPXQLW\ DQG GRZQVWUHDP
XVHUV)UHLWDJHWDOSS±
3URWHFWLQJZDWHUFDWFKPHQWVFDQKDYHVLJQLILFDQWEHQHILWVQRWRQO\ IRU IORRGSURWHFWLRQ
EXW DOVR IRU ZDWHU TXDOLW\ :KHQ GHYHORSPHQW LQ WKH &DWVNLOO'HODZDUH ZDWHUVKHG
WKUHDWHQHG1HZ<RUN¶VZDWHUTXDOLW\WKHFLW\IRXQGLWPRUHHFRQRPLFDOWRSUHVHUYHWKH
ZHWODQGVDQGWKHQDWXUDOFKDUDFWHURIWKHEDVLQWKDQWRLQYHVWLQZDWHUILOWUDWLRQV\VWHPV






XQUHFRJQLVHG WRXULVP RSSRUWXQLWLHV WKH DUHD EHLQJ FORVH WR1HZ<RUN )UHLWDJ HW DO
SS±
%RWK )UHLWDJ HW DO  SS ± DQG .RXVN\ HW DO  SS ±  QRWH WKH
DSSOLFDELOLW\ RI QRQVWUXFWXUDO HFRV\VWHPDSSURDFKHV IRU DGDSWDWLRQ WR FOLPDWH FKDQJH
7KH\DUHFRVWHIIHFWLYHDQGUHVXOWLQFRPPXQLWLHVDQGODQGVFDSHVWKDWDUHPRUHUHVLOLHQW
WR FKDQJH 2WKHUV ZULWHUV DOVR PDNH WKH SRLQW WKDW UHGXFLQJ YXOQHUDELOLW\ WR FOLPDWH








ZKLFK FRXOG LQFOXGH PHPEHUVKLS DQG MRXUQDOV µ7RWDO LQGXVWU\ RXWSXW¶ LQFOXGHG
MREVDQGELOOLRQLQVDODULHV&DXGLOO
$XVWUDOLDQ DJHQFLHV KDYH QRW TXDQWLILHG WKH YDOXH RI WKH LQGXVWU\ IRU $XVWUDOLD EXW D
UHSRUWSURGXFHGE\WKH&RRSHUDWLYH5HVHDUFK&HQWUHIRU6XVWDLQDEOH7RXULVPIRXQGWKDW
ELUGZDWFKLQJ µLV RQH RI WKH PRVW UDSLGO\ JURZLQJ SDVWLPHV LQ WKH :HVWHUQ ZRUOG¶
DFFRXQWLQJ IRU VLJQLILFDQW QXPEHUV RI LQWHUQDWLRQDO WRXULVWV ,W IRXQG WKDW ELUGZDWFKHUV
WHQG WR EH ERWK ZHOO HGXFDWHG DQG DIIOXHQW -RQHV 	 %XFNOH\  &OHDUO\ WKH
 /LYLQJZLWKIORRGVNH\OHVVRQVIURP$XVWUDOLDDQGDEURDG
SURWHFWLRQRIZLOGOLIHKDELWDWDQG LWVFRQQHFWLYLW\ KDVDQHFRQRPLFYDOXH IRU WRXULVPDV
ZHOO DV YDOXH IRU IORRG SURWHFWLRQ RU LQKHUHQW YDOXH 7KH WRXULVP EHQHILWV RI SURWHFWHG
ZHWODQGVDUHZHOOUHFRJQLVHGE\VRPHORFDOJRYHUQPHQWVVXFKDV/HHWRQ6KLUH&RXQFLO
ZKLFKRUJDQLVHVDQDQQXDO$XVWUDOLDQ%LUGIDLU/HHWRQ6KLUH&RXQFLO
$PHULFDQ UHVHDUFK FOHDUO\ VKRZV WKDW LW LV PRUH HFRQRPLFDO WR LQYHVW LQ SURDFWLYH
DSSURDFKHV WR IORRG FRQWURO DQG WKDW ZKLOH VWUXFWXUDO DSSURDFKHV DUH DSSURSULDWH LQ
VRPH FDVHV WKH PRVW FRVWHIIHFWLYH PHDVXUHV DUH QRQVWUXFWXUDO 8QOLNH VWUXFWXUDO
PHDVXUHV WKH\ WHQG WR EH FKHDSHU ORQJHUODVWLQJ DQG KDYH IHZ H[WHUQDO FRVWV DQG
FRQVLGHUDEOHFREHQHILWV
 $VVHVVPHQWRIWKHDSSOLFDELOLW\RI86DSSURDFKHVWR$XVWUDOLD
,QPDQ\ZD\V$XVWUDOLD LV EHKLQG WKH8QLWHG6WDWHV7KH \HDU VWDQGDUG LVQRZ
ZLGHO\ UHFRPPHQGHG IRU ERWK XUEDQ OHYHH KHLJKW DQG IRU EURDGHU DSSOLFDWLRQ RI ULVN
UHGXFWLRQPHDVXUHVLQIORRGSODLQV7KHUHLVJURZLQJVXSSRUWIRUHFRV\VWHPDSSURDFKHV
LQWKH8QLWHG6WDWHVDQGWKHDSSOLFDWLRQRIDGYDQFHGFRVWEHQHILWDQDO\VLVLVLQFUHDVLQJ
HYLGHQFH DERXW WKH DGYDQWDJHV RI V\VWHP EDVHG QRQVWUXFWXUDO DSSURDFKHV WR IORRG
PDQDJHPHQW7KH8QLWHG6WDWHVLVDOVRPXFKIXUWKHUDGYDQFHGLQLWVVWUDWHJLFDSSURDFK
WR GLVDVWHU UHFRYHU\ ZLWK D OHJLVODWHG UHTXLUHPHQW WKDW  RI DOO GLVDVWHU UHFRYHU\
IXQGLQJEHVSHQWRQPLWLJDWLRQ7KLVLQFOXGHVVLJQLILFDQWIXQGLQJIRUYROXQWDU\UHORFDWLRQ








$XVWUDOLDFDQDOVR OHDUQ IURP$PHULFD¶VPDVVLYH IHGHUDOH[SHQGLWXUHRQGLVDVWHU UHOLHI
ZKLFKKDV UHGXFHG ORFDODFFRXQWDELOLW\DQG UHVSRQVLELOLW\ IRUSODQQLQJGHFLVLRQV ,Q WKH
8QLWHG6WDWHV GLVDVWHU UHOLHI DQGPLWLJDWLRQKDYHEHFRPH LQFUHDVLQJO\ LQWHJUDWHGZLWK
IHGHUDOIXQGLQJRIWHQEHLQJFRQGLWLRQDORQWKHDGRSWLRQRIDSSURSULDWHODQGXVHFRQWUROV
5HFHQW $XVWUDOLDQ JRYHUQPHQW H[SHQGLWXUH RQ IORRG UHFRYHU\ ODFNV IRFXV DQG WKH





GHYHORSPHQW 2SWLRQV IRU IORRG LQVXUDQFH LQ $XVWUDOLD KDYH UHFHQWO\ EHHQ H[DPLQHG



















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































IORRGLQJZKLOH VWLOO UHPDLQLQJDQDWWUDFWLYHSODFH WR OLYH WR UHVLGHDQGZRUN IRU UHFUHDWLRQ
DQGLQYHVWPHQW¶7KLVGHVLUHWROLQNLQWRVRFLHWDOYDOXHVZDVHFKRHGLQLQWHUYLHZV6LPLODUO\
QHHGIRUJUHDWHUXQGHUVWDQGLQJRIULVNWROHUDELOLW\ZDVDQLVVXHUDLVHGLQERWKLQWHUYLHZVDQG
RYHUVHDV 0DQ\ LVVXHV UHODWLQJ WR IORRGLQJ DUH DOVR KLJKO\ GHSHQGHQW RQ HGXFDWLRQ DQG
DZDUHQHVV DQG PRUH VXFFHVV LQ WKHVH DUHDV ZRXOG EH RI JUHDW YDOXH IRU DFKLHYLQJ
FRPPXQLW\UHVLOLHQFH
$QHFRV\VWHPVDSSURDFKWRIORRGPDQDJHPHQWZDVDFRPPRQVWUDWHJ\RYHUVHDVWKDWZDV
XVHG VSHFLILFDOO\ WR DGGUHVV FOLPDWH FKDQJH WKUHDWV 7KH EHQHILWV RI WKLV DSSURDFK ZHUH
QXPHURXV EHLQJ ERWK IOH[LEOH DQG KDYLQJPXOWLSOH EHQHILWV DFURVV VHFWRUV7KLV DSSURDFK
RSHUDWHV EHVW ZKHQ SODQQHG DQG LPSOHPHQWHG RQ D FDWFKPHQW EDVLV 6LPLODUO\ RWKHU
HOHPHQWVLPSDFWLQJRQIORRGLQJVXFKDVODQGXVHDQGGHYHORSPHQWSODQQLQJDQGORFDWLRQRI
VWUXFWXUDO PHWKRGV RI IORRG FRQWURO DUH EHWWHU SODQQHG DQG LPSOHPHQWHG RQ D FDWFKPHQW
OHYHO EDVLV WR WDNH DFFRXQW RI FXPXODWLYH LPSDFWV+RZHYHU QRW DOO FXUUHQW DGPLQLVWUDWLYH
V\VWHPV VXSSRUW D FDWFKPHQW DSSURDFK )XUWKHU UHVHDUFK LQWR KRZ EHVW WR DSSO\ D
FDWFKPHQWDSSURDFKWRIORRGPDQDJHPHQWDQGLPSOHPHQWDWLRQLVQHHGHG
6RPH WHFKQLFDO LVVXHV ZRXOG EHQHILW IURP IXUWKHU UHVHDUFK )RU H[DPSOH D K\GURORJLFDO
VWXG\ LQ &KLQD VXJJHVWV WKDW VRPH QDUURZ FDWFKPHQWV DUH SDUWLFXODUO\ VXVFHSWLEOH WR




)LQDOO\ VRPH VLJQLILFDQW LQVWLWXWLRQDO DQG PDQDJHPHQW LVVXHV DURVH 2QH RI WKH PRVW
VLJQLILFDQW UHODWHG WR IXQGLQJ RI GLVDVWHU UHOLHI DQG GLIILFXOWLHV IXQGLQJ UHEXLOGV WR D PRUH
UHVLOLHQWVWDQGDUG$QDSSURDFKWKDWµUHLQYHVWVLQGLVDVWHU¶GRHVOLWWOHIRU$XVWUDOLD¶VFDSDFLW\
WRGHDOZLWKIXWXUHWKUHDWVDQGQHHGVWREHDGGUHVVHG
1RWLQJ WKDW VRPH RI WKH IROORZLQJ DUHDV DUH FXUUHQWO\ EHLQJ DGGUHVVHG LQ WKH UHYLVLRQ E\
(QJLQHHUV$XVWUDOLDRI WKH$XVWUDOLDQ5DLQIDOO DQG5XQRIIJXLGHOLQHV WKH LQWHUYLHZHHVDQG
SURMHFWWHDPLGHQWLILHGWKHVHDUHDVDVUHTXLULQJIXWXUHUHVHDUFK




x DQ H[SORUDWLRQ RI H[LVWLQJ DQG SRWHQWLDO PHFKDQLVPV WR IDFLOLWDWH HFRV\VWHP
DSSURDFKHVRQDFDWFKPHQWVFDOH
x LQYHVWLJDWLRQ LQWR 3(6 VFKHPHV DQG KRZ WKH\ PLJKW ZRUN LQ $XVWUDOLD LQFOXGLQJ
ZKLFKEHQHILFLDULHVZRXOGSD\KRZPXFKDQGE\ZKDWPHDQV










x UHVHDUFK LQWR VWDWXWRU\ RU LQVWLWXWLRQDO EDUULHUV WKDW SUHYHQW PDQ\ RI WKH UHIRUPV





































































































































































































































































































































































































































x 5HSHDW WKDW WKLVUHVHDUFK LVH[DPLQLQJUHVSRQVHVWR WKH±IORRGV LQHDVWHUQ
$XVWUDOLDDQGWKHDSSOLFDELOLW\RILQTXLU\RXWFRPHVWRFOLPDWHFKDQJHDGDSWDWLRQ
x 1RWH WKDWZHZRXOG OLNH WR VSHQGEHWZHHQDQKRXUDQGDQKRXUDQGDKDOI DVNLQJ
TXHVWLRQVLQDVHPLVWUXFWXUHGIRUPDWDQGWKDWZHZDQWWRUHFRUGWKHFRQYHUVDWLRQ
x ([SODLQFRQILGHQWLDOLW\DQGGHWHUPLQHZKHWKHURUQRW WKH\DJUHH WRKDYHFRPPHQWV










 , XQGHUVWDQG WKDW \RX KDYH ZRUNHG RQ >HPHUJHQF\ PDQDJHPHQWIORRGSODLQ
PDQDJHPHQWLQVXUDQFHLQGXVWU\ORFDOJRYHUQPHQW@IRUVRPHWLPH",QZKDWFDSDFLWLHV"























x DQ\ SHUFHSWLRQV UHJDUGLQJ LQVWLWXWLRQV HPHUJHQF\ SROLFLHV RU RUJDQLVDWLRQDO
VWUXFWXUHVWKDWFRXOGKHOS$XVWUDOLDWRPDQDJHIORRGHYHQWVWKDWDUHOHVVSUHGLFWDEOH
/LYLQJZLWK)ORRGV
x UHVRXUFLQJ PHFKDQLVPV VXLWDEOH IRU OHVV SUHGLFWDEOH IORRG HYHQWV IRU ERWK
SUHYHQWLRQSUHSDUHGQHVVDQGUHVSRQVHUHFRYHU\SKDVHV





 :KDWGR\RX WKLQNZRXOGEH WKHPRVWHIIHFWLYHPHWKRGVRIFRPPXQLFDWLQJ OHVVRQV IRU
FOLPDWH FKDQJH DGDSWDWLRQ DQG OLPLWV WR DGDSWDWLRQ LQ \RXU LQGXVWU\ >HPHUJHQF\









































































JRYHUQPHQWV DQG RWKHU DJHQFLHV  $ SURMHFW IXQGHG E\1&&$5)H[DPLQHG IRXU RI WKHVH
UHYLHZVWRGHWHUPLQHLIWKH\RIIHUHGOHVVRQVIRUFOLPDWHFKDQJHDGDSWDWLRQ7RJDLQIXUWKHU
LQVLJKW$XVWUDOLDQIORRGSURIHVVLRQDOVZHUHLQWHUYLHZHGDQGDSSURDFKHVWRIORRGLQJLQ&KLQD







(IIHFWVRI DQWKURSRJHQLF FOLPDWH FKDQJHDUH VXSHULPSRVHGRQQDWXUDO YDULDWLRQZKLFKFDQ
SOD\RXWRYHUPDQ\GHFDGHV :DUPHUVHDVXUIDFHWHPSHUDWXUHVDUHH[SHFWHGWR LQFUHDVH





x PDJQLWXGH HJ YROXPH GHSWK DUHD LQXQGDWHG SUHFLSLWDWLRQ LQWHQVLW\ UDWH RI ULVH
YHORFLW\
x )ORRGGXUDWLRQ
6RPH YDULDEOHV KDYH D JUHDWHU HIIHFW RQ IORRG ULVN WKDQ RWKHUV  )RU H[DPSOH VHDVRQDO
FKDQJHVPD\EHUHOHYDQWWRWKHDJULFXOWXUDOVHFWRUDQGWKHWLPLQJRIHPHUJHQF\SODQQLQJEXW
PD\QRW WRDOWHU ULVNVPRUHJHQHUDOO\ &KDUDFWHULVWLFVVXFKDVIORRGIUHTXHQF\PDJQLWXGH
DQG GXUDWLRQ DUH DOVR LQFUHDVHG E\ ODQG GHYHORSPHQW ZKLFK LV H[SHFWHG WR FRQWLQXH LQ
FRPLQJGHFDGHV
$XVWUDOLDQIORRGUHYLHZVVWXGLHGIRUWKLVSURMHFWIRFXVHGRQSDVWHYHQWVDQGGLGQRWDVVHVV
WKH DGHTXDF\ RI H[LVWLQJ VWUDWHJLHV WR DGGUHVV IXWXUH ULVNV 7KH UHOHYDQFH RI UHYLHZ






SDWWHUQV UHJDUGOHVV RI ZKHWKHU WKLV LV GXH WR DQWKURSRJHQLF FOLPDWH FKDQJH RU ORQJ WHUP






x 6RIW VWUDWHJLHV VXFK DV LQIRUPDWLRQ FDSDFLW\ LQVWLWXWLRQDO RU SROLF\ DQG DOVR
HFRV\VWHPEDVHG DGDSWDWLRQ OLNH IORRGSODLQ UHVWRUDWLRQ KDUG VWUDWHJLHV LQFOXGH
WHFKQRORJ\DQGVWUXFWXUHV
x $YRLGLQJ ORQJWHUPFRPPLWPHQWXQFHUWDLQWLHV LQFUHDVH IXUWKHU LQWR WKH IXWXUHVR
WKLVJLYHVIOH[LELOLW\WRDGDSWWRQHZFLUFXPVWDQFHVZKLOHFRQWLQXLQJWRXVHODQGLQWKH
VKRUWWHUP












































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Fax: 07 5552 7333 The views expressed herein are not necessarily the views of
National Climate Change Adaptation Research Facility
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